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N view of the interest in Cuban 

banking affairs due to the recent 

visit made by Hon. W. P. G. 
Harding to the capital of the Is- 
land, at the request of President 
Zayas, to report on the fiscal and 
banking situation of Cuba, it is of 
importance to inquire into the pos- 
sible effects which the inauguration 
of a Federal Reserve System is 
likely to bear upon the economic 
situation of that country. As a 
background to a discussion of the 
banking situation, however, a brief 
description of the economic status 
of the country is presented. 


Two Groups 


The countries of Latin America 
may be divided into two general 
economic groups. The first com- 
prises the nations which, due to 
their natural riches, variety of pro- 
duction, and the activity of their 
neople, are speedily working to- 
wards economic independence. To 
the second group belong several 
countries, which may be properly 
called “one-product nations,” which 
are in many respects dependent for 
subsistence on other countries. 
Cuba may be considered in the sec- 
*(G. B. Sherwell) Washington, D. C. 


Government Would Own Half 


ond group, since its predominant 
products are sugar and tobacco, and 
the economic prosperity of the coun- 
try is almost entirely predicated up- 
on the sugar situation in the world. 


Sugar Prosperity 


The period of great prosperity 
which Cuba enjoyed during the 
years following the outbreak of the 
European war was entirely due to 
the abnormal demand for sugar 
created by the conditions prevailing, 
and obviously it was of temporary 
character. This period reached its 
apex in 1917 and continued at its 
highest level until the inauguration 
of a severe crisis in October, 1920. 
Should production of sugar not be 
curtailed to increase other produc- 
tive activities, Cuba will continue to 
depend upon another nation or other 
nations for its normal subsistence, 
and its purchasing power and the 
wealth of the country will be regu- 
lated as heretofore by the marketa- 
bility of its main staple. Production 
of sugar in Cuba has more than 
doubled since 1912 and indications 
are that further progress in this 
line is yet to be expected. Produc- 
tion of tobacco has increased in the 
same proportion. These facts can 
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be translated as meaning that Cuba 
is gradually working towards the 
unification of its line of production. 
(1). Soil conditions in the Island 
are excellent for the cultivation of 
other products such as coffee, and 
in the middle of. the last century, 
exports of this commodity from 
Cuba averaged 25,000,000 kilos per 
annum. But later on, when sugar 
cane growing proved more profita- 
ble, planters abandoned the cultiva- 
tion of coffee and sugar cane was 
planted instead. 


Reduce Production 


The suggestion made by Senator 
Smoot to: the sugar producers of 
Cuba was to reduce the annual pro- 
duction to 2,500,000 tons, from 
about 4,000,000 tons, which is con- 
sidered to be the annual output at 
present. The Senator, in his recent 
letter to General Crowder, stated 
that this reduction will be the solu- 
tion of the sugar problem, not only 
for Cuba, but for the United States 
as well. 

Senator Smoot’s amendment to 
the Tariff will undoubtedly have a 
double effect. It will not only give 
the necessary protection to our 
sugar beet industry and the 100.000 
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farmers, 85,000 field workers and 
35,000 mill workers engaged in the 
production of sugar beet but un- 
doubtedly it will be instrumental in 
bringing about diversification of in- 
dustries in the Island. 

If Cuba were willing to diversify 
its productive industries, there 
would be no cause for fear that 
the country would be placed on the 
verge of bankruptcy by the legisla- 
tive action of a foreign country in 
the matter of high sugar tariffs. 

Industry in Cuba is in its infancy. 
Most of the necessary articles for 
human existence have to be im- 
ported from abroad. During 1920, 
the United States alone exported 
goods to Cuba in an amount exceed- 
ing $400,000,000. Should the Gov- 
ernment of that Island devote to 
industrial activity the attention it 
deserves, taking the necessary meas- 
ures to encourage and increase do- 
mestic production, there would be 
no occasion for unusual unemploy- 
ment in the Island, even if certain 
lands at present planted with cane 
were temporarily abandoned, in or- 


der to reduce production. There is 
little doubt that diversification of 
industry and production is the most 
effective way to improve the eco- 
nomic conditions of Cuba, to reduce 
the cost of living, and to place the 
country upon a more independent 
financial basis. 

Cuba’s geographical position and 
natural resources are most advan- 
tageous for a rapid and sound indus- 
trial development, and there is no 
question that the Island will receive 
foreign financial assistance when 
credits are intended to be used in 
legitimate enterprises. 


The Tariff 


The high sugar tariff will not take 
the bread away from the mouths 
of the Cuban people, as certain Ha- 
vana journals have expressed it. If 
the situation is properly handled, 
and a gradual curtailment in the 
sugar output is effected, devoting 
to different lines of production part 
of the energies now devoted to the 
sugar industry, it is doubtless that 
an opposite result will take place. 


(1) The following table serves to increase the weight of the above statements. 


Exportation 


of all commodities has been gradually and considerakly reduced to increase the sugar 


and tobacco output. 


EXPORTS FROM CUBA BY CLASSES OF COMMODITIES 


1915-16 
3,460,799 


Animal and animal products. .. 
255,943,707 


Sugar and molasses 

Fruits, grains and vegetables. .. 
Marine products 

Mineral products 

Forest products 

Tobacco 


1916-17 
3,266,645 
279,229,879 


1,898,111 
27,315,993 
29,752,073 


1917-18 1918-19 
2,877,978 
322,759,784 
2,484,063 
211,197 
11,772,727 
994,138 
32,028,520 
7,996,313 


381,124,720 


1919-20 

3,388,994 2,168,753 

407,870,889 784,051,805 

2,149,945 2,327,319 
264,233 
10,647,290 
747,878 
40,836,831 
12,749,151 


478.655.211 255,138,341 
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The establishment of a low Amer- 
ican tariff would mean abandon- 
ment of the sugar beet industry in 
this country. Cost of living is a 
relative term, determined by the pro- 
duction power and the facility to 
acquire the things which are needed 
in life, regardless of the coefficient, 
which is the price. If a certain in- 
dustry in a country is destroyed, the 
national efficiency is reduced, unem- 
ployment is increased, the purchas- 
ing power is reduced and conse- 
quently the cost of living is in- 
creased, no matter how low the im- 
ported article may be estimated in 
price. 


Average Production 


Since the average production of 
sugar in Cuba was less than 3,600,- 
000,000 pounds during the pre-war 
seasons of 1905-06 to 1912-13, and 
the total output increased to an ap- 
proximate average of 7,400,000,000 
pounds for the seasons from 1913- 
14 to 1920-21, it is clear that the re- 
turns obtained from sugar sold, 
brought to the Island a period of 
great commercial activity and one 
of reckless speculation as_ well. 
Overtrading is clearly manifested 
in the fact that Cuba’s imports dur- 
ing the fiscal year 1920-21 amounted 
to $572,577,000 as against $134,- 
008,000 in 1913-14. Sugar planta- 
tions were greatly extended, new 
machinery bought, new centrals 
built with funds which were easily 
obtained from the banks to carry 
out any sort of enterprise. In the 
fall of 1920, it was evident that 
sugar held in warehouses at the 
seaports, which had been produced 
at high prices, became almost un- 
salable after a sudden fall in the 
price of this commodity. Other un- 
fortunate happenings, such as the 
congestion in the Havana harbor 
and the confusion in the custom 
houses, precipitated the already in- 
evitable period of liquidation and 
adjustment to bring things to a 
normal level. The effects of such 
a situation are well known, and 
there is no room here to enumer- 
ate them. The general outlook at 
the present time is much brighter 
due to a marked improvement in the 
sugar markets of the world. 

The general situation was pri- 
marily reflected in the banks of the 
country. A decree for a morator- 
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cal on October 10, 1920, as a meas- 
ure of emergency, but when it be- 
came evident that a great bulk of 
the resources of certain banks were 
heavily involved in loans on sugar 
and property, the value of which 
was considerably depreciated, the 
public became panic-stricken. The 
banks could not adjust their affairs 
to current conditions without incur- 
ring losses so heavy that most of 
the institutions were not expected 
to survive. The Torriente laws, 
providing for the gradual repay- 
ment of deposits within 105 days 
after promulgation of the decree, 
were passed on January 27, 1921, 
but four days later a banking liqui- 
dating commission was created by 
virtue of a new law. 


Banking Commission 


The purpose of this commission 
was to take over the assets of the 
banks declared in suspension of pay- 
ments and dispose of them in the 
best interest of the depositors. The 
liquidation details, according to the 
law, were to be carried out by com- 
mittees, which were required to ar- 
range for the reorganization of the 
bank or for its liquidation. (1) 

Liquidation and disposition of the 
assets of the banks taken over by 
the liquidating committees has been 
slow owing to difficulties encounter- 
ed in effecting collections and sett- 
ling accounts. At times, depositors 
have become impatient and have 
proceeded to appoint private com- 
mittees with a view to settling their 
affairs as promptly as_ possible. 
Branches of foreign banks in Cuba 
also had to suffer in proportion to 
their investments in sugar and prop- 
erty. However, with the help of 
their head offices, they have been 
able to remain in operation and 
several of these branches are at pres- 
ent supervising the production of 
sugar in the centrals hypothecated 
to them by their customers, in the 
hope of recovering some time in the 
future investments which at present 
have the appearance of bad or 
doubtful loans. It is important to 
note, however, that branches of for- 
eign banks in Cuba have rendered 
a vital assistance in the post-war 
financing of Cuba, since their pres- 
ence there prevented a complete par- 
alization of the banking machinery 
of the Island in the fall of 1920. 
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PRADO, A FAMOUS BOULEVARD IN HAVANA 


The first step taken by the Cuban 
Government towards a banking re- 
organization in the Island was an 
Act of the Cuban Congress of Jan- 
uary 31, 1921, which provided for 
the appointment of a Banking Liqui- 
dation Commission to determine the 
general character of the legislation 
to be drawn up. Three different 
projects were submitted for consid- 


eration. The report approved by 
the Commission, provided for the 
establishment of a Federal Reserve 
Bank in Cuba. 

The report submitted to the Cu- 
ban Government by Hon. W. P. G. 
Harding with regard to banking re- 
organization has not been made pub- 
lic, but judging from the recent re- 
ports published in the press, it seems 


(1) Nineteen banks have been taken under jurisdiction of the liquidation commission on the 


dates specified as follows: 


Banca Federal de Cuba, Cienfuegos 
Banco Nacional de Cuba, Habana 
Banco Trillo y Hermanos, 


Banco Internacional de Cuba, Habana 


Banco 


. A. Bances y Compafiia, Habana 
Banco 


“spanol de la Isla de Cuba, Habana 


. Banco Victor E. Escartin, Morén 


. Banco Hispano Cubano de Oriente, Santiago de Cuba 


. Banco Alonso Expésito y Compajia, 
. Banco 
. Banco 


- Silverio y Hermanos, Placetas 
Jigon Hermanos, Habana 


. Banco Demetrio Cérdova y Compajiia, Habana 
. Banco D. Fernandez y_Hermanos, Cardenas 
. Banco Agapito Garcia Llano, Giiira de Melena 


. Banco H. 
. Banco Nacional 


Jpmann & Co., Habana 
del Comercio 


Banco Penabad Areces y Compania, Habana.. 


Banco Francisco Diaz Vega, Ciego de Avila.... 


Banco de Prietarios Industriales y Arrendatarios, Habana 


1, 1923 

1, 1921 

19223 

1921 

1921 

1923 

192% 

1921 

1921 

192% 

1921 

3 1921 

Dec. 6, 1921 
Reorganized 
Reorganized 
Reorganized 
Reorganized 

April 30, 1922 

16, 1922 


The first 10 of these institutions are in process of definite liquidation, in accordance witk 


the provisions of the respective liquidating committees. 


The next three banks may be re~ 


organized or liquidated. Their affairs have not been definitely settled. The next four have beem 


reorganized and have resumed operations. 


The last two are in process of liquidation. 
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that the project for Federal Reserve 
Bank organization contains only a 
few points which are not in accord- 
ance with the project presented by 
the Banking Legislation Commis- 
sion, and it is therefore important 
to inquire into the provisions of 
that project. The report of the 
Commission is divided into four 
sections, with the following recom- 
mendations : 


Commissions Recommendations 


First. The creation of a National 
Banking Commission, under whose 
jurisdiction all matters of banking 
and currency are to be placed, in- 
cluding that of the inspection of the 
Federal Reserve Bank of Cuba. 

Second. ‘The establishment of a 
Reserve Bank on the pattern of the 
Federal Reserve Banks of the 
United States, with a view to in- 
crease the facilities of credit 
through the rediscount of commer- 
cial paper for the banks; to create 
an elastic currency; to give assist- 
ance to banks in case of need and 
during financial crises; and to pro- 
mote higher standards of banking 
in Cuba. 

Third. ‘The third section deals 
with the regime of the Banks. 
Special provisions are recommended 
for the regulation of Commercial 
Banks; Agricultural Credit Banks ; 
Mortgage Banks; Savings Banks; 
and Clearing Houses. 

Fourth. To confer upon the Na- 
tional Banking Commission juris- 
diction to intervene, reorganize and 
liquidate the banks in accordance 
with certain rules. 

Space does not permit a full dis- 
cussion of the project as compared 
with the Federal Reserve System of 
the United States, and only certain 
vital points will be discussed. 


Six Members 


According to the provisions of the 
first section, the National Banking 
Commission will be composed of 
five members in addition to the Sec- 
retary of the Treasury, who will 
have no vote. The press of Cuba 
states that Mr. Harding has recom- 
mended that the number of mem- 
bers be reduced to three. It would 
appear that this Commission would 
act in Cuba as the Federal Reserve 
Board does in the United States. 
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This, however, is not the case. The 
project provides that the Commis- 
sion will have jurisdiction over all 
banks, savings societies and other 
institutions engaged in receiving de- 
posits of money from the public. 
It would be empowered to dictate 
all rules and regulations to govern 
these institutions; to stpervise a 
proper banking inspection through 
the Federal Reserve Bank; to ob- 
tain, compute and publish banking 
statistics ; to discharge the functions 
relative to the coining of money; 
to exercise the duties of the “Banco 
Territorial de Cuba,” which office 
is to be suppressed ; and to exercise 
the inspection of the Federal Re- 
serve Bank and attend to its organ- 
ization. 


Three Advisors 


The members of the Commission 
are to be appointed by the Presi- 
dent with the approval of the Sen- 
ate, and he will also appoint three 
advisors, all to be known to have 
knowledge and experience in com- 
mercial and banking matters. It 
seems, therefore, that the subject of 
appointing the members of the Com- 
mission with a view to having the 
most important lines of activity con- 
nected with banking represented 
there, has been disregarded. The 
project, furthermore, provides that 
the expenses of the Commission 
shall be paid out of a special budg- 
et of the Treasury Department. It 
would seem that these expenses 
could be met out of the profits of 
the Federal Reserve Bank and that 
the subjecting of the Banking Com- 
mission budget to the discussions of 
the Legislature be allowed to take 
place only for a limited period, until 
after the establishment of the Re- 
serve Bank. 

Part second of the project deals 
with the establishment of a Re- 
serve Bank of Cuba in the city of 
Havana; the authorized capital to 
amount to $20,000,000 in shares of 
$100,- but only $4,000,000 to be re- 
quired to begin operations. Ac- 
cording to the plan, one-half thereof 
are to be subscribed by the Cuban 
Government and the sum needed is 
to be raised from certain temporary 
taxes; one-fourth by the bank, 
bankers and savings societies, in- 
cluding foreign bank branches, and 
one-fourth by the public. The sub- 
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ject of large capitalization in Re- 
serve Banks has been widely dis- 
cussed in other countries in Latin 
America where the adoption of a 
Federal Reserve System is con- 
templated, and from studies made 
of similar organizations in other 
countries it has been concluded that 
a large capital is by no means nec- 
essary in the establishment of a Re- 
serve Bank. In the case of Cuba, 
the sum of $20,000,000 would ap- 
pear excessive. 


Government Owns Half 


The project provides that the 
Government shall own one-half of 
the bank’s capital. The bank will 
have, therefore, the objectionable 
characteristic of being a Govern- 
ment institution. This especially 
holds true in the issuing of paper 
currency, which will be one of the 
attributes of this bank according to 
the project. One-fourth of the cap- 
ital will be subscribed by all banks 
and banking firms of the Island, ac- 
cording to another of the provisions 
of the project. This would mean 
that all financial institutions will be 
obliged to belong to the system and 
to invest a portion of their assets 
in the stock of a government bank. 
Such a provision may not be in ac- 
cordance with the by-laws and poli- 
cies of the foreign banks doing busi- 
ness in the Island. This will hold 
true especially in the case of an 
American National Bank with wide 
ramifications in the Island. Na- 
tional Banks are not allowed to in- 
vest in stocks of other banks. 


Domestic Institutions 


With regard to the domestic in- 
stitutions, no provisions have been 
made for the selection of a standard 
organization, such as the national 
banks in this country and other 
banks which may fall within the re- 
quired specifications. It would 
seem that this point calls for addi- 
tional consideration and study on the 
part of the framers of the project. 

Article 28 of the second section 
provides that the shareholders 
shall have the right to receive an 
annual dividend up to 10 per cent. 
of the par value of the shares, 
after having provided for all the 
Bank’s expenses; for a loss amorti- 
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zation fund and 10 per cent. of the 
profits had been placed in a reserve 
fund. The article further provides 
that in case there should be a sur- 
plus left, 50 per cent. of this would 
be applied to the bank’s reserve 
fund and the remaining 50 per cent. 
to the payment of extra dividends. 
A Federal Reserve Bank is not an 
institution established primarily for 
the purpose of making money and 
its function as a regulating factor 
in case of emergency does not seem 
to warrant the profits expected by 
the authors of the project. 

The Board of Directors of the 
Bank would be composed of nine 
members, five to be appointed by the 
Executive and four by the mem- 
bers. In this clause the controlling 
influence of the Government may 
again be seen. 


The Reserve 


With regard to banking reserves 
the project provides that all banks, 
bankers and savings societies or- 
ganized in Cuba, as well as the 
branches or agencies of foreign 
banks doing business in the Island, 
will be obliged to keep in deposit 
with the Federal Reserve Bank in 
legal currency, but not in notes of 
the Bank, a net balance of 7 per 
cent. of their sight deposits and 3 
per cent. of their time deposits. 
This means a further allotment of 
the assets of all financial institu- 
tions to a Government institution, 
which will undoubtedly meet with 
the disapproval of foreign branches. 
The provisions of this clause have 
been the most powerful objection 
which foreign banks have found in 
the establishment of a Federal Re- 
serve Bank in Cuba, and undoubted- 
ly the matter will have to be given 
further consideration. Article 39 
states that the banks, bankers, sav- 
ings societies, branches and agencies 
will have the right to carry on all 
transactions of rediscount and loan 
with the Federal Reserve Bank. 
This provision does not seem con- 
sistent with the functions of sav- 
ings institutions and the character 
of their investments. 

In dealing with the subject of 
functions and operations of the Re- 
serve Bank, the project provides 
that the Bank will take charge of all 
Government disbursements by pay- 
ing checks drawn by Paymasters. 


This provision naturally will tend 
to increase the fears of the foreign 
branches to invest part of their as- 
sets in that institution, and it will 
also be a source of reluctancy on 
the part of the public to accept the 
notes issued by the Reserve Bank. 


No Obligation 


Article 65 of Section II provides 
that the Reserve Bank is not under 
the obligation to discount for banks, 
when it does not deem it convenient 
to do so. The consistency of the 
provision contained in this article 
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may be subject to question, since a 
Federal Reserve Bank is a bank in- 
tended to impart protection to its 
members, and it is by no means an 
institution intended to serve privi- 
leged interests. It would seem that 
a definite law should be established 
to govern discount operations. The 
following article provides that the 
terms of maturity of the redis- 
counted documents shall not be re- 
newable and that the institution 
which does not meet its obligations 
on maturity will be excluded from 
doing business with the Reserve 
3ank until the Board of Directors 
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shall lift such a prohibition. This 
provision differs widely from the 
Federal Reserve Act in the subject 
of default. 


Section III of the project deals 
with the subject of banks in general 
and explains in detail the functions 
and the regulations under which the 
following institutions will be au- 
thorized to operate; commercial 
banks, agricultural credit banks, 
mortgage banks, savings institutions, 
and clearing houses. This section 
has no provision for the foreign 
bank branches operating in Cuba. 
It would seem that since all banks 
are to be members of the proposed 
banking system, the regulations for 
the operation of branches of foreign 
banks should also be established. 

In general, the project for bank- 
ing reorganization in Cuba differs 
widely from the Federal Reserve 
System of the United States. Al- 
though it calls for the establishment 
of a Federal Reserve Bank in Cuba, 
the provisions for the creation of 
such an institution appear to have 
been framed with a view to create 
an official Central Bank of discount 
and issue. If such a bank is created 
in order to guarantee the stability 
of the credit institutions of Cuba, 
its services will be of considerable 
value, since it is not expected that 
the native institutions will enjoy the 
confidence of depositors, until an 
efficient and sound system of pro- 
tection and inspection is established. 
It will be of tremendous advantage 


TOBACCO PLANTATION IN CUBA 


for the Cuban banks to be able to 
do business with a reasonably small 
cash reserve and to depend at all 
times upon the financial protection 
of the Central Bank in case of need. 
Such a system could be perfected to 


such a degree as to render financial 
crisis almost impossible. With re- 
gard to the issue of elastic currency 
by the Central Bank, it seems that 
such a step would help Cuba, not 
only in her own internal develop- 
ment, but it would render the coun- 
try free from foreign monetary 
changes. At present Cuba’s cir- 
culating medium is the dollar. The 
Cuban peso has little circulation. 
This means that the country is sub- 
jected to the purchasing power of 
the dollar, and that its business 
transactions are to be adjusted in 
accordance with the trend of busi- 
ness in the United States. 

The dollars in circulation in Cuba 
may be exchanged for gold in the 
United States, which will furnish a 
solid basis for the reorganization of 
Cuba’s own monetary system. 


The purchase of a bank in Warsaw, 
Poland, which is to be used as a central 
clearing house to facilitate the work 
of the 185 loan banks already established 
there, has been approved by the recon- 
struction department of the American 
Jewish Joint Distribution Committee. 
These loan banks are being established 
by the joint distribution committee to 
enable Polish farmers, artisans and 
small merchants to re-establish them- 
selves in business. 
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Federal Appointments 


The Federal Reserve Board re- 
cently announced at Washington 
the appointment of Pierre Jay, of 
New York, as a Class C director 
of the Federal Reserve Bank of 
New York. 

All Federal Reserve agents and 
chairmen were redesignated for 
one year ending December 31, 1923. 

Last year, the board announced, 
the term of one Class C director 
expired and the following were 
appointed: For the Federal Re- 
serve Bank of Boston, Jesse H. 
Metcalf, of Providence; for Phil- 
adelphia, H. B. Thompson, of Wil- 
mington, Del.; for Cleveland, L. B. 
Williams, of Cleveland; for Atlan- 
ta, W. H. Kettig, of Birmingham ; 
for Chicago, F. C. Ball, of Muncie, 
Ind.; for St. Louis, C. P. J. Moon- 
ey, of Memphis; for Minneapolis, 
George W. McCormick, of Menom- 
inee, Mich.; for Kansas City, Fred 
C. Roof, of Denver; for Dallas, 
Clarence E. Linz, of Dallas; for 
San Francisco, William Sproule. of 
San Francisco. 


A bill providing for new 50-cent 
pieces commemorating the enunciation 
of the Monroe Doctrine has been re- 
ported favorably to the Senate by Sen- 
ator McLean, chairman of the Banking 
and Currency Committee. The bill was 
placed on the calendar. 
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ADMINISTRATIVE COMMITTEE AND A. B. A. OFFICERS AT THE WHITE HOUSE. 


1. William G. Fitzwilson. 
6. Theo. G. Smit 

herd. 11.H. A. McCauley. 
M. Smith. 


2. Walter Lichtenstein. 3.J. W. Barton. 
B. McAdams. 
12. Frank L. Hilton. 


h. 7. Thomas 
16. Francis H. Sisson. 


8. John H. Puelicher. 
13.Waldo Newcomer. 
17. B. E. Mountjoy. 


4. Oscar Wells. 
9. Walter W. Head. 10.F. N. 
14. Alexander Dunbar. 
18. Gurden Edwards. 


5. Samuel H. Beach. 
Shep- 
15. Burton 


19. George O. Walson. 


Bankers’ Conferences in Washington 


Administrative Committee of the Association and Government 
Officials Discussed More Adequate Agricultural Credits, Branch 


Banking and Other Major Problems. 


Commended President 


Harding on His Stand as to the Necessities of Transportation. 


HE plan to broaden the work 

of the American Bankers As- 

sociation by bringing its activi- 
ties into closer codrdination with the 
work of government officials in its 
banking and business relationships 
was materially advanced by the re- 
cent winter meeting of the Admin- 
istrative Committee at Washington, 
D. C. Such outstanding questions 
of the day as better credit facilities 
for the farmer, the branch bank 
question and other major subjects 
were discussed with government 
officials, with the proffer of such fa- 
cilities of the Association as might 
be helpful to them and conducive to 
the public welfare. 


“We informed Secretary Mellon, 
Comptroller Crissinger and mem- 
bers of the Federal Reserve Board 
as to the Association’s attitude on 
the branch bank question which oc- 
cupied so prominent a place during 
the recent convention of the Associ- 
ation here in New York,” Mr. 
Puelicher said of the meeting. “We 


stated to these officers that the As- 
sociation put itself squarely on re- 
cord as being opposed to branch 
banking. 

“Senators Lenroot and Capper 
and other Senators gave us very 
clear statements of the measures 
for more adequate agricultural 
credits introduced by Senators Len- 
root and Capper. They frankly 
discussed their attitude, and we feel 
that the Association will be able to 
consider this most important sub- 
ject more intelligently as a result. 
Agricultural credits will be contin- 
uously one of the major problems 
of study for helpful action by the 
Association.” 

The Administrative Committee 
held its meeting at the New Willard 
Hotel. The session lasted three 
days, December 11, 12 and 13. In 
addition to disposing of routine 
business as the governing body of 
the organization, the Committee 
called on President Harding, Sec- 
retary Mellon, Secretary Wallace, 


Comptroller Crissinger, the Federal 
Reserve Board, Director Klein of 
the Bureau of Foreign and Domes- 
tic Commerce, and others. 

During the sessions of the Com- 
mittee a resolution was adopted en- 
dorsing President Harding’s stand 
in regard to transportation in his 
recent message to Congress. The 
resolution is as follows: 


“REsoLveD. That the Administrative 
Committee, American Bankers Associa- 
tion, commends the President of the 
United States on the courageous and 
conservatively progressive stand taken by 
him particularly in respect to the neces- 
sities of transportation as a whole, in his 
recent message to the Congress.” 


The Committee adopted a decla- 
ration commending the educational 
work of the Department of Agri- 
culture and the Agricultural Col- 
leges in connection with Boys and 
Girls Club work. The declaration, 
signed by John H. Puelicher, Presi- 
dent of the American Bankers As- 
sociation, and Burton M. Smith, 
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Chairman of the Agricultural Com- 
mission of the Association, is as 
follows: 


Educational Declaration 


“Proper education of the youth of 
America is essential to maintain national 
growth and well-being, to the develop- 
ment of harmonious relations between all 
groups and a clearer understanding of 
the interdependence of each to preserve 
intact the democratic traditions of the 
republic so well founded by our for- 

rs. 

“The American Bankers Association 
advocates educational facilities along 
broad lines and training in the vocations 
in a specific way to properly prepare 
young people for a most serviceable 
career. 

“Since a large percentage of rural 
youth discontinue their schooling at an 
early age, and since more than one-half 
of all the children of the nation are 
reared on farms, it appears essential that 
the Federal Government, states and sev- 
eral communities shall provide. every 
educational opportunity for these future 
citizens who will become the national 
leaders of tomorrow. 

“It is our observation that Boys and 
Girls Club Work, carried on by the 
agricultural colleges and the United 
States Department of Agriculture, under 
the Smith-Lever law passed by the Con- 
gress in 1914, has done most effective 
service in carrying a broad and yet 
practical education from our higher in- 
stitutions of learning direct to farm 
youth, in so far as funds have been 
available. 

“The American Bankers Association 
heartily commends the Department of 
Agriculture and the Agricultural Col- 
leges for the work which is being done 
and strongly urges that it be extended 
by the authorized extension agencies un- 
der the Smith-Lever Law in order that 
all agricultural counties may have the 
services of a country club leader so that 
this vital educational and demonstration 
work may be made available to the boys 
and girls in every agricultural county 
of the United States.” 


A resolution was also adopted 
indorsing the work of the Robert 
Morris Associates, as follows: 


“Whereas, the American Bankers As- 
sociation is vitally concerned with any 
movement promising a better understand- 
ing of the fundamentals of banking; 

“Whereas, the Robert Morris Associ- 
ates for more than five years have 
sought in a scientific manner to enlarge 
the available knowledge of statement 
analysis and to improve the methods of 
gathering, compiling and intelligently us- 
ing credit data; 

“Whereas, the opportunities offered for 
personal contact, and a better acquain- 
tance of credit men by promoting that 
frank, free interchange of essential facts 
which is only possible when the grantor 
and recipient are well known to each 
other, is one of credit’s greatest safe- 
guards; now therefore be it 
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Underwoou & Underwood. 


U. S. DELEGATION AT LAUSANNE CONFERENCE ON NEAR EAST AFFAIRS. 
Left to Right: Seated—Rear Admiral Mark N. Bristol, U. S. N.; Richard Wash- 


burn Child, U. 


S. Ambassador at Rome; and Joseph C. Grew, U. S. Minister to 


Switzerland. Standing:—Lt. Wheeler, U. S. N.; Mr. Hock, Mr. Armory, Mr. Gilles- 


pie and Mr. Belin, 


If I Were a Banker 


By CONKLING HONSFORD 


a community leader, I would 

find time to be interested in pro- 
moting religion—everyman’s relig- 
ion—the good old-fashioned relig- 
ion of his forefathers. 

Under certain circumstances I 
would support religious advertis- 
ing or to put it correctly the ad- 
vertising of those things that re- 
ligion stands for. 

There is much discussion year by 
year of building up towns. What 


[’ I were a banker and thus were 


“Resolved, that the Administrative 
Committee of the American Bankers As- 
sociation felicitate and congratulate the 
Robert Morris Associates on the substan- 
tial progress thus far made and urge that 
their exertions be sustained, continued 
and enlarged, pledging a full measure of 
sympathetic support and cordial coopera- 
tion, and recommending to Association 
members a thoughtful consideration of 
these efforts, so largely in their interest.” 


The Committee confirmed the ac- 
tion of the executive officials of the 
Association in selecting the West- 
chester-Biltmore Country Club at 
Rye, New York, for the spring 
meeting of the Executive Council 
next April 23, 24, 25 and 26. 


builds up towns on a better basis 
than men whose consciousness of 
life is broad enough to embrace an 
every-day remembrance of a Su- 
perior Power; men who are not 
only good enough but shrewd 
enough if need be, to know the 
practical value of keeping healthy 
and alive the spiritual sides of their 
lives by proper contact, reading and 
devotion. 

Not industry, ambition enter- 
prise or brawn alone or together 
ever fashioned a settlement of peo- 
ple into an orderly growing com- 
munity. 

However lawless or forgetful a 
new community may appear to be 
on the surface, the moral forces 
implanted in the breast of every 
member of that community when 
he was a child is an influence ever 
at work and an influence which 
eventually asserts itself. 

And so the banker interested in 
moulding, guiding and shaping the 
thoughts of his community in 
which he is a leader, knows that 
as religious life grows in strength 
and vigor, the basis of all business 
becomes sounder and safer. 
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A Check on Desertion of the Farms 


By FORREST CRISSEY 


Boys and Girls Club Work. Best Way of Converting Adult 
Faimers to Improved Methods of Agriculture and of Living is 


Through Their Children. 


ment of Greater 


ACKING the Boys’ and Girls’ 

Club movement throughout 

the country sections of the 
United States—and thereby making 
its present magnitude and useful- 
ness possible, is one of the biggest 
and fittest things the bankers of 
America have ever done for their 
country, certainly something to be 
proud of, something to talk about. 
Whether considered in a civic, hu- 
manitarian or economic sense, it is 
one of the greatest national achieve- 
ments of the past decade. 


With Banker Backing 


No other influence has, I think, 
done as much to check a stampede 
of desertion from the ranks of 
farming to towns and cities which 
threatened to leave only a “cor- 
poral’s guard” on the job of food 
production as the Boys’ and Girls’ 
Club movement. A shrewd and 
experienced County Agricultural 
Agent once exclaimed: 

“Give me the support of a few 
good bankers and a chance to work 
with the boys and girls of the farm 
and I'll put any agricultural county 
on the production map.” 

That sentiment has been seconded 
by thousands of others of these 
Home Missionaries of Agriculture 
who have done that very job! As 
a rule, they have a keener apprecia- 
tion of the high constructive value 
of the bankers’ services in backing 
this movement than have the bank- 
ers themselves. This is especially 
true of the bankers in the larger 
cities who do not come into intimate 
and daily contact with the results 
of this work as do the small coun- 
try bankers. But it is important 
that all bankers, everywhere, should 
have a clear appreciation of this 
service to the nation because this 
big constructive job is not yet fin- 
ished. In fact, it is only begun. It 
must continue with cumulative force 


Moral and Civil Assets of this Move- 


Value than the Crops the Juveniles Produce. 


because agriculture is now suffering 
the severest depression which it has 
known in many years with the re- 
sult that thousands are deserting it 
for the more profitable and allur- 
ing fields of industry, business, 
trades and the other city and town 
callings. The question: “Is the 
farm worth staying on?” must be 
answered in the affirmative by 
enough farm boys to keep agricul- 
tural production up to a pace at 
which it will meet the food demands 
of the whole people. Boys and girls 
will not remain on the farm unless 
they can be vitally interested in 
farm life and be made to feel that 
it will pay them as a life work. 
That hundreds of thousands of boys 
and girls have, through their club 
work, been deeply and permanently 
interested in farm work and farm 
life and have been able to prove by 
their own efforts that it will pay 
satisfactory returns, is a matter of 
record and common knowledge. 


‘Beyond the Figures 


“Show us the figures” is supposed 
to. be the traditional banker atti- 
tude. In an admirable article in 
a recent number of the JouRNAL 
Dr. A. C. True did this most com- 
prehensively. However, “lest we 
forget” let me repeat that last year 
more than half a million of these 
boys and girls were enrolled in club 
work of this kind; they raised or 
produced in their 1921 demonstra- 
tions 30,000 acres of corn, 2,000 
acres of potatoes, 61,000 swine, 3,- 
700 beeves, 6,000 dairy animals, 
566,000 chickens, 2,600,000 quarts 
of canned fruits, vegetables and 
meats, 347,000 articles of clothing, 
and 370,000 loaves of bread, not to 
mention wheat, beans, sheep, garden 
and orchard products, milk products 
and others, totaling $7,069,877 in 
value. 

So much for the figures! 
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But 


the fact remains that the greatest 
values in life cannot be told by fig- 
ures—even to bankers. This is 
peculiarly true of the results of the 
Boys’ and Girls’ Club movement. 
Therefore, instead of “showing the 
figures” I’d like to show something 
of the spirit behind this movement 
and the spirit of high and responsi- 
ble citizenship which it develops in 
those who come under its influence. 


Moral Assets 


The moral and civic assets pro- 
duced by Boys’ and Girls’ Club 
work in America in 1921 are worth 
far more to this country than seven 
million dollars, the monetary value 
of the “demonstration” assets. If 
citizenship and character could be 
valued in dollars the net production 
of this movement in 1921 would 
reach an amazing total. And the 
riches added to the civic and char- 
acter wealth of this country by this 
movement in the twenty years or 
more since it started would stagger 
the pencil of a war statist. 

Perhaps this statement may seem 
a little extravagant. It naturally 
would to one who has not had this 
movement under intimate observa- 
tion since it was born. I count it 
as a high privilege to have been 
in at the Christening. The pro- 
found impression made upon me by 
an interview with Dr. Seaman A. 
Knapp, the founder of the County 
Agricultural Agent movement, 
about 1907, fastened my attention 
to this cause so firmly that I have 
followed it ever since and have 
written perhaps a score of articles 
about its varied developments. 

In that talk Dr. Knapp declared 
substantially this: 

“Empty stomachs will not absorb 
education—or permit their owners 
to do so. In this fact you have the 
Genesis of this movement to send 
out a force of home missionaries of 
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agriculture. No matter to what 
proportions this scheme may grow, 
I hope the public will never be per- 
mitted to forget that its purpose is 
not to make money but to make 
better citizens, not to increase na- 
tional wealth in dollars but in in- 
telligence, character and citizenship 
with solid American ideals. Mr. 
Rockefeller, through his Founda- 
tion, has dedicated millions to the 
cause of education. The adminis- 
trators of this institution decided 
to put special emphasis upon edu- 
cational work in the South. But 
their preliminary survey developed 
the fact that the children and youth 
there in greatest need of educational 
help were notably 
undernourished and 
that any attempt to 
educate empty sto- 
machs and ill-nour- 
ished bodies would 
be a poor invest- 
ment. The prob- 
lem, then, was to 
put their young 
people in physical 
condition to receive 
education and bene- 
fit by it. 

“This threw the 
problem back upon 
the question. Why 
this general condi- 
tion of undernour- 
ishment? The ans- 
wer was easy: Be- 
cause the’ South is 
distinctively an ag- 
ricultural region 
and its agriculture 
is unprofitable and 
ill-directed. Broad- 
ly speaking it is a one-crop country 
—and the boll weevil is making 
heavy inroads upon that one crop. 
As an educational measure, as a 
means of preparing the educational 
soil to grow a profitable crop, this 
condition must be changed and a 
reasonable degree of prosperity re- 
stored to the small farmers of the 
South. 

“Here you have the reason for 
sending missionaries of better 
farming into the South. Although 
under government direction the 
work of fighting the boll-weevil 
and introducing diversified farm- 
ing in the South has thus far been 
financed largely or wholly by the 
Rockefeller Foundation. Rut I 
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feel sure that it will soon be taken 
over by the Federal government 
and supported by public appropria- 
tion, as it should be. It is an enter- 
prise to improve citizenship and 
supplant ignorance and _ illiteracy 
with intelligence and education. 
That is a job for the United States 
—not for private philanthropy. 
“We have gone just far enough 
in this work to learn that it is 
sound and that the best way of 
converting adult farmers to better 
methods of farming and of living 
is through their children. This 


has been about the only means by 
which our field workers have been 
able to obtain a foothold in any 


VIRGINIA SCANLON, CHAMPION CLUB MEMBER AND HER HEREFORD 


community. Then, too, I have 
found a few scattered cases where 
boys, under the leadership of such 
men as W. H. Smith of Missis- 
sippi, have formed corn clubs and 
other clubs for competing pur- 
poses. And they have achieved re- 
markable results. 

“All this has brought me a vision 
which. I expect to see realized: the 
agricultural counties of the entire 
United States sprinkled with clubs 
of eager, interested boys and girls 
competing for prizes in poultry, 
swine, dairy and beef cattle and in 
canned and preserved foods. When 
this becomes an accomplished fact 
it will be one of the greatest edu- 
cational achievements of its day 
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and age. It will educate in more 
things than the production of farm 
crops and animals. It will, almost 
unconsciously, educate the boys 
and girls in social contact, in high- 
er standards of living, in broader 
and better thinking, in ambition 
and in responsibility. It will teach 
them to consider themselves in re- 
lation to the communities in which 
they live and to pull together for 
the advancement of those com- 
munities. Incidentally the boys and 
girls banded together in organiza- 
tions alive with the spirit of friend- 
ly competition will exert a power- 
ful influence upon the older mem- 
bers of their homes. It will open 
doors of usefulness 
to the agricultural 
agents and to the 
force of women 
home  demonstra- 
tors which I hope 
to see in the field— 
doors now closed to 
them through pre- 
judice. What a 
power for useful- 
ness, what an en- 
gine for fighting ig- 
norance, a g ric ul- 
tural poverty, un- 
sanitary living, 
civic sloth and a 
profound dissatis- 
faction with farm 
life on the part of 
the children of the 
farm; And, re- 
member, the hope 
of farm produc- 
tion for the future 
lies with the boys 
and girls of the 
farm. Aside from emigrants from 
the Old World our supply of far- 
mers for tomorrow must come from 
the farms themselves. 

“Look at this from the view- 
point of citizenship. The Ameri- 
can farmer is the backbone of real 
Americanism today. This is an al- 
most unchallenged fact. He is the 
real keeper of American ideals. 
The citizenship of our large cen- 
ters of population is diluted as to 
its Americanism by tides of emi- 
gration from Europe—by people 
who lend themselves readily to 
boss control, who do not know how 
to think in terms of true American- 
ism, and follow racial leaders who 
are, in turn, manipulated by politi- 
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cians for sordid considerations. 
3ut the American farmer is a rank 
individualist ; he does his own think- 
ing and his own voting; he re- 
fuses to be herded or driven. And 
he is steeped in the traditions of 
true Americanism. Isn’t it worth 
while, then, to keep the farm-born 
American boy on the farm where 
his Americanism is virtually ex- 
empt from the insidious dilution 
of the city? And the only way to 
hold him there is to interest him in 
farm life, to put him in position 
to prove by his own efforts that 
the rewards of farming are worth 
while; that farm life need not be 
dull, sordid and comfortless and 
that it is a calling in which intelli- 
gence, industry and thrift are rea- 
sonably sure of just and satisfying 
compensation? This whole thing 
is a constructive plan to raise the 
level of American citizenship, to 
protect it from dilution and deple- 
tion, to raise the standard of living 
in American farm homes—first by 
making it possible for the poorer 
farmers to afford better living 
conditions and, second, to show 
them how to attain and enjoy those 
conditions when financially able to 
have them. And all to the end of 
better citizenship. What makes a 
great nation is not the number of 
men of brilliant genius it can pro- 
duce; it is the level of the intelli- 
gence, the character, the practical 
everyday working ability of the 
great mass of common people in it. 
To raise the standard of thinking 
and living on the part of the com- 
mon people is the purpose from 
which this movement was_ born. 
And the fastest-working machine 
for this task is, I’m convinced, the 
organization of the boys and girls of 
the American farms. They are the 
ones we're after ultimately and 
they are themselves going to be the 
most powerful agent in working 
out their own salvation—and that 
of their parents and elders, the 
adult farmers of today.” 

Dr. Seaman A. Knapp _ well 
earned the title of America's 
“Statesman of Agriculture;”’ this 
vision—which was in his mind 
when county agents were few, 
“home demonstrators” fewer and 
the system of Boys’ and Girls’ 
Clubs a plan on paper—would 
seem to entitle him to take first 
rank also as a Prophet of Agricul- 
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ture. There are today more than 
20,000 of these clubs in active work 
under an orderly constructive plan 
which ties them into all the other 
organized activities of their com- 
munities, counties and states. 
Incidentally, these clubs consti- 
tute the biggest and the livest 
thrift organization in America. 
Their members are not merely ac- 
tive thrifters, they are Construc- 
tive Thrifters; they do not con- 


MAKES A PROFIT ON POULTRY 
WINS A PRIZE 


fine their thrifting to denying 
themselves small luxuries and 
banking the money thereby saved 
but they produce what they save 
and add it to the world’s wealth. 
No one knows better than the 
banker what this difference im- 
plies. And no banker will dispute 
the statement that just at the pres- 
ent moment this country of ours is 
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sadly in need of an epidemic of 
plain old-fashioned thrift. But if 
it can be of the constructive brand 
—like that of the boys and girls of 
the farm clubs, so much the better. 

There has been no disappoint- 
ment respecting the educational in- 
spiration resulting from this club 
work of the junior farmers. Lit- 
erally thousands of boys and girls 
found both the inventive and the 
means for high school and college 
education through contacts estab- 
lished with club leaders and 
through the opportunities thus de- 
veloped and improved. Once, in 
the Washington headquarters of 
the movement, a thick stack of let- 
ters was handed to me with the re- 
mark: 

“Here are some personal his- 
tories by boys and girls who have 
done club work. I think you'll 
get quite a kick from them.” 

The outstanding feature of these 
personal stories, written in compe- 
tition for prizes, might be sketched 
in an expression common to many 
if not most of them: “My club 
work has made me want more edu- 
cation than I can get at the home 
grade school. So I’m going to take 
the money which I’ve made and 
saved in my demonstrations andi 
go away to school.” Very many 
of these autobiographers declared 
that they were going to make their 
pigs, poultry, calves, seed corn or 
canned food stores, developed as a 
part of their club work, put them 
into the agricultural college. As 
a breeder of self-starting candi- 
dates for college, especially the 
agricultural college, the club work 
of the farm boys and girls is cer- 
tainly entitled to the blue ribbon. 


There is nothing vague about 
the requirements of club work; 
they have been thoroughly stand- 
ardized and are: 


A standard club shall have a mem- 
bership of at least five working on the 
same project. 

There shall be a local club leader in 
charge during the club year. 

There shall be a local club organiza- 
tion with the necessary officers and 
duties. 

There shall be a definite club year pro- 
gram of work. 

There shall be held at least six reg- 
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ular club meetings during the club year. 
The secretary shall be required to keep 
definite record of these meetings and 
also of the progress of each member. 

A local exhibit shall be held annually. 

There shall be a demonstration team 
which must give at least one public 
demonstration in the community. 

At least 60 per cent of the members 
must complete the project and file a 
final report with the state club leader. 

A judging team shall be chosen by 
competition between the members. 

An achievement day shall be held 
during the club year. 

The club shall hold a membership in 
the farm bureau or other county club 
organization. 

When the first four requirements 
have been met it will be recommended 
that a standard club charter be issued. 
When all the requirements have been 
met a National Seal of Achievement 
will be recommended. 


Develops Responsibility 


Little imagination is required to 
read between these lines the fact 
that a club of this kind calls for 
work and lots of it, for industry, 


perseverance and purposefulness. 
Carrying out such a course is far 
from play; often it calls for dis- 
tinct sacrifices and almost tragic 
disappointments. 


Almost at random, from con- 
densations of several hundred of 
these Junior-farmer biographies, I 
pick the following: 


Lawrence McKinney, of Hermitage, 
Davidson County, Tennessee, champion 
corn club member in Tennessee for 
1921, grew 127.6 bushels of corn on an 
acre of ground at a cost of 27 cents. 
He was also state corn club champion 
in 1920, producing 103 bushels of corn 
on an acre. The average yield per acre 
of Tennessee boy’s corn club members 
was 55 bushels, grown at an average 
cost of 29 cents a bushel. Over 30 
members made more than 100 bushels 
on their club acre. 

Berch Morgan of Pratt County, IIli- 
nois, 13 years old began pig club work 
in 1920 with one pig costing $20. This 
pig reached 300 pounds weight by Octo- 
ber 1 and won first place in the county 
live-stock show. The summer of 1921 
he raised a litter of six pigs. One gilt 
was shown at the International Live- 
stock Exposition last year and won 
second place in open class. This spring 
he raised 30 pigs now has a herd of 33 
purebred pigs. His father sold all 
grade hogs off the farm the first year 
of his son’s pig club work. 
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A CHAMPION PRODUCER OF DAVID- 
SON COUNTY, TENNESSEE 


Virginia Scanlon of Redwood Coun- 
ty, Wisconsin, is a 16-year-old club 
member. Began baby beef club work 
5 years ago with a calf of common 
stock bought from her father. Entered 
calf at County fair that fall but won 
nothing. Second year, used money 
from sale of first calf to buy good grade 
Hereford calf. This won second place 
at county fair and third place in State 
Junior Livestock Show at St. Paul. 
With proceeds of work, bought a better 
grade Hereford the third year and won 
first place in her own county fair and 
second at the state junior show. 
Fourth year, bought unusually good 
grade Angus calf which won the grand 
championship prize at State Junior 
Live-Stock Show, St. Paul, in 1921. At 
time of show, calf weighed 1,336 
pounds. ‘States that in value of prize 
trips and price calves sold, she has 
made something like $1,968 by growing 
four baby beeves. 

Hazel Doak, poultry club member, 15 
years old, of Fairfax County, Virginia. 
Made a profit of $292.14 from her flock 
of White Plymouth Rocks in three 
years. Her purebred White Rock 
rooster won first place at Virginia State 
Fair, 1922. 

Milo Davis, pig club member, Twin 
Falls County, Idaho. Has a herd of 
80 fine Duroc-Jerseys, the profits from 
which he expects to use in paying his 
expenses at the State University. He 
is president of the Twin Falls Junior 
Swine Breeders’ Association which is 
made up of pig club members who own 
purebred pigs this year aggregating in 
value $22,581. In 1921, members of the 
association won $1,191 in prizes on 
western show circuits. 


Scores, if not hundreds, of mem- 
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bers of the earlier clubs have de- 
veloped their club “demonstra- 
tions” into permanent enterprises 
-—profitable ones, too. 

In 1921 there has been a notice- 
able increase in the number of 
older boys and girls taking up club 
work. Many states now have asso- 
ciations enrolling members from 
16 to 25 years of age with club 
programs planned to meet the 
needs of these young farmers and 
home makers. 


There has been a steady increase 
each year in the percentage of club 
members completing the work laid 
out for the year; in 1921 the in- 
crease was four per cent, or 71 per 
cent of the entire number enrolled. 

Other noticeable features of 
club work in 1921 have been the 
planning of club programs coordi- 
nating with community and county 
programs of extension work for- 
mulated after a thorough study of 
agricultural needs and opportuni- 
ties of the county; enlisting and 
training of volunteer local leaders 
of clubs; and concerted efforts to 
create a wider spread of the local 
influence of the demonstrations of 
approved practices by club mem- 
bers in raising the standard of 
farming and home making meth- 
ods. 


5000 Bankers Helped 


About 5,000 bankers helped in 
1921 to finance the various club 
enterprises—to the extent of nearly 
three-quarters of a million dollars. 
And those who worked hardest on 
this job are strongest in the opinion 
that they did nothing more helpful 
and constructive in the cause of 
good citizenship. 

President Puelicher of the 
American Bankers Association re- 
cently addressed the 745 prize win- 
ners and club leaders brought to- 
gether from thirty states on the 
occasion of the International Live- 
stock Show in Chicago. Referring 
to this inspiring and interesting oc- 
casion, President Puelicher made 
the following observation : 

“You should have seen these 
boys and girls. In their hands the 
future of our country will be ab- 
solutely safe.” 


This Year’s Building Activity 


By C. STANLEY TAYLOR 


Survey of Prospect for 1923, Based on Reports of Work in 1,767 
Architects’ Offices, Indicates That the Present Year Will Witness As 
Many Constructive Undertakings As the Year Just Closed. Distri- 
bution of the National Building Fund by Localities and Types. 


N view of the fact that between 

four and five billion dollars 

were invested in new building 
construction in the year 1922, it is 
evident that this industry has 
reached a position of deep economic 
significance, the trends of which 
should be thoroughly analyzed by 
bankers. This condition applies not 
only to those banks, trust com- 
panies and other financial institu- 
tions which constitute actual 


sources of building and permanent 
mortgage loan money ; but to com- 
mercial banks which carry the pa- 
per of building material manufac- 
turers, dealers and agents and in 
other ways assist in financing the 
production of building materials 
from their raw state to their ulti- 
mate market destinations. 


Mutual Interests 


When the production of the 
building construction industry 
reaches such unusual proportions 
as that of 1922 and the volume al- 
ready foreshadowed for 1923 and 
following years, it becomes appar- 
ent that mutual interests must exist 
between every branch of the bank- 
ing profession and every depart- 
ment and correlated activity of the 
building construction industry. 

In years past there has existed a 
considerable gulf of separation be- 
tween the banking profession and 
the great basic industry of building 
construction. Much of the contact 
which has been developed has been 
accidental rather than the result of 
deliberate business intent on the 
part of either bankers or members 
of the building fraternity. 


During the next few years bank- 
ers are to be called upon in greater 
volume than ever before to assist in 
meeting this demand for new build- 
ing construction. This demand 
will not be to any great extent for 
the financing of speculative build- 


ing (the first great wave of which 
has already passed) but it will con- 
sist of a call for assistance in pro- 
viding moderate cost housing, in- 
dustrial buildings, office buildings 
and other structures which are ver- 
itably the most important tools of 
industry and of commerce. The 
call. for assistance will take many 
forms and there is no bank in the 
United States which will not be af- 
fected in one way or another. 

Those financial institutions 
which make a practice of loaning 
on real estate and buildings are al- 
ready receiving a huge volume of 
mortgage applications. The ramifi- 
cations of the production and distri- 
bution system of the building con- 
struction industry and the financing 
and bonding of contracts represent 
a vast business enterprise which 
must depend primarily upon bank- 
ing facilities, provided in as liberal 
a manner as may be consistent with 
good business judgment and in con- 
sideration of the fact that every evi- 
dence points to a period of sound 
prosperity for all business and pro- 
fessional activities affected by this 
increased volume of building con- 
struction. 


Residential Construction 


In this article we wish to present 
a brief review of building activity 
in 1922 and some interesting data 
indicating the measure of building 
construction activity in 1923. 
Building activity for the year 1922, 
together with various economic 
trends importantly affecting such 
activity, is graphically pictured in 
the chart on the next page show- 
ing the volume of new _build- 
ing; the amount of money invested 
in new building and the trend line 
indicating the course of building 
costs; general commodity costs; 
contemplated construction; money 
value’ of new construction and 
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square feet area of new construc- 
tion. The striking feature of the 
building construction market for 
1922 has been residential construc- 
tion and second to this the unex- 
pected strengthening of activity in 
the field of industrial buildings. 


Encouraged By Bankers 


Analyzing the various index lines 
on the chart showing monthly 
changes, it will be noted that as the 
index of building cost penetrated 
into the zone of stabilization, a per- 
iod of great activity developed in 
the spring and summer of 1922. 
Then came a condition affected by 
several factors aside from the nat- 
ural seasonal change. These in- 
cluded the rail and coal disturb- 
ances, together with a depletion of 
manufacturers’ stocks. The result- 
ing increase in the cost of construc- 
tion, which was first visible at the 
end of June 1922 has since devel- 
oped until general building costs 
are from 14 to 16 per cent. higher 
than last spring. Naturally, this 
condition has affected the volume of 
new construction, although reports 
for November and December show 
a continuation of normal strength 
in the market and a considerable 
anticipation in the form of contem- 
plated construction as indicated by 
plans filed in building departments 
in all sections of the country. 

During the year 1922 the build- 
ing industry has been greatly en- 
couraged by the attitude of bank- 
ers. Mortgage money has been 
fairly liberal and there is developing 
a tendency toward a more analyti- 
cal study of building plans on which 
mortgage applications are made, in 
order that efficiency in planning 
and economy in construction may 
be encouraged. The attitude of the 
investing public during this year 
has definitely returned to an interest 
in the building field as an outlet for 
conservative investment money. Real 
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BUILDING ACTIVITY SINCE 1915 


This chart visualizes the history of neneee activity since 1915 and presents trend lines of various 


factors bearing importantly upon the building situation. 


It will be noted that a zone and curve of 


stabilization have been arbitrarily established based upon a careful examination of conditions 
following previous wars and an analysis of real estate value to show the point at which building 


construction can be carried out without any fear of shrinkage in replacement values. 
noted that the line showing contemplated construction (representin 
country) has risen sharply at the end of 1922, possibly predicating a r 
value of new construction. 


estate activity has increased because 
of this building activity and judg- 
ing from sales of vacant property 
recently recorded in many cities 
throughout the United States, it is 
evident that there is to be great 
activity not only in residential con- 
struction but in providing new 
buildings of industrial, institutional 
and commercial types. 


The Survey 


In view of the developing interest 
of bankers in this general field of 
building construction any advance 
information which may be provided 
of activity in 1923 will form a basis 
for anticipating further business re- 
lationships. An unusually interest- 
ing survey of prospective building 
activity for 1923 has just been com- 
pleted by The Architectural Forum 
of New York City based on confi- 
dential reports on building plans 
now on the boards of 1767 archi- 
tects throughout the country and on 
projects under serious discussion 
for construction next year. As 
these reports of individual prospec- 
tive building operations were re- 
ceived they were correlated and 
tabulated so that it is possible to 
present an approximation of the 


ise 


It will be 


plans filed throughout the 
in the line showing money 


This rise may occur as soon as the building season opens in March. 


volume of new building for 1923 
classified under 17 building types 
and to allocate by percentage a fair 
approximation of the public de- 
mand for new buildings in various 
sections of the country. 

There will be found herewith a 
table showing the total volume of 
prospective building projects re- 
ported by the 1767 architects, and 
in comparison with reports for 
1922, it would seem evident that 
1923 is to be at least as great a 
building year if not considerably 
greater. Practically every archi- 
tect’s office is busier than one year 
ago and the total value of buildings 
under planning by architects for 
1923 offers evidence that the ex- 
penditure of money for labor and 
materials under architectural con- 
trol will be close to one billion dol- 
lars greater than in 1922. 

The tabulation of percentages 
shown herewith will indicate ap- 
proximately the distribution of ex- 
penditure in various types of build- 
ings in each section of the country 
during the year 1923. 


Increased Cost 


While it is true that the cost of 
building has advanced considerably 


within the past few months, it is 
anticipated that this is but a wave 
in the general downward course of 
building costs and that with re- 
renewed production activity and 
with relief from the rail and coal 
situations the cost of building may 
be on a downward trend again as 
early as the Spring of 1923. Cer- 
tainly there will be no abrupt drop 
in costs and this downward trend 
will be very gradual over a consid- 
erable period of years. It is fully 
realized that many are predicting a 
continued upward course of build- 
ing costs but on the other hand a 
realization is passing through the 
construction industry that 1923 is 
to present a building material mar- 
ket which spells opportunity to take 
profits on volume of business rather 
than unduly large profits on a smal- 
ler volume which might result un- 
der the discouragement of high 
prices. 


Worthy of Study 


Reviewing all these conditions in 
an attitude of fair judgment, it 
would seem that the course of the 
building industry for the next few 
years is well worth analytical study 
on the part of bankers and that the 
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importance of production in this 
industry for the purpose of 
strengthening the economic situa- 
tion warrants closer co-operation by 
bankers and serious consideration 
of the financial needs of building 
material manufacturers and dis- 
tributers. At no time has the fu- 
ture of businesses dependent upon 
building activity looked so encour- 
aging. ‘The banker who will make 
a consistent study of this situation 
will probably uncover profitable and 
sound channels for the expansion of 
his business relationships. 

The thousands of projected 
building operations uncovered by 


the survey for 1923 were correlated 
in order to provide a classified per- 
centage showing approximate ac- 
tivity in the construction of new 
buildings of various types. 

The actual returns in this survey 
were increased by the index figure 
3.1 based on comparison of the to- 
tal number of architects with the 
number submitting confidential re- 
ports and also compared with the 
average percentage of new building 
types developed from architects’ 
plans. The total returns under this 
tabulation, together with the per- 
centages showing allocation of pub- 
lic demand for new buildings in 
1923 are as follows: 


Allocation by Percentage of Public Demand for New Buildings in 1923 


Building Types 
Dwellings (under $20,000) 
Dwellings (under $20,000 to $50,000) 
Dwellings (over $50,000) 
Apartments 
Hotels 
Clubs, Fraternal 
Churches 
Community, Memorial 
Welfare (Y. M. C. A. etc) 
Hospitals 
Office Buildings 
Banks 
Schools, Public Buildings 
Theatres 
Stores 
Industrial 
Automotive 


Total Value of New Buildings 
Reported for Construction in 1923 


Geographical Sections 

Following is a tabulation of the 
value of building projects now un- 
der planning by 1767 architects for 
construction in 1923. Classification 
is made under 17 building types and 
in six geographical sections of the 
country. 


North Eastern 
States 


Building Types 


Dwellings (under $20,000) 
Dwellings ($20,000-$50,000 
Dwellings (over $50,000) 
Apartments 

Hotels 

Clubs, Fraternal 

Churches 

Community, Memorial 
Welfare, Y. M. C. A. etc 
Hospitals 

Office Buildings 


Banks 

Schools, Public Buildings 
Theatres 

Stores 

Industrial 

Automotive 


Total Value 


3/8888 


$222,081 ,000 


126,768,000 


$5,116,544,000 


It may be observed in passing 
that the Middle States, according 
to this tabulation, seem to have a 
long lead in the value of the 
buildings to be erected and that 
the largest item in the column de- 
voted to that geographical divis- 
ion is “Schools and Public Build- 


North Atlantic 
States 


$27,892,000 


tates 


$ 4,137,000 


S| 8888888585 


11,594,000 
$447,784,000 
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ings,” with industrial projects next 
in order of importance. 


Agricultural Prices 


ECRETARY of Commerce 

Herbert Hoover, in that part of 

his annual report to the Pres- 
ident which discusses agriculture, 
sees two ways for the readjust- 
ment of agricultural prices. 

“In a general way,” the opinion 
says, “agricultural prices are upon 
a basis of about 124 (as against 
103 at the worst), compared to 
pre-war 100, while industrial wages 
and public services and manufac- 
tured commodities are upon a basis 
somewhere between 160 and 180, 
compared to pre-war 100. This is 
by far the most serious element of 
instability that remains of our dom- 
estic dislocations due to the war. 
As the agricultural industry is thus 
still out of line, there must be fur- 
ther readjustments favorable to the 
farmer, either by increases in 
prices of farm produce or decreases 
in the income of the other groups. 

“No doubt this readjustment will 
inevitably take place in time by one 
of two processes: Either through 
such an amount of migration from 
the farm into other industry as will 
overcrowd the industries and re- 
duce wage levels, and at the same 
time increase agricultural prices, 
through the restriction of produc- 
tion; or through so great an in- 
crease in the efficiency in manage- 
ment and in effort of industrial 
labor that the cost of manufactured 
commodities and the public services 
to the farmer will decrease. 


Middle 
States 


$19,084,000 
10,796,000 
6,7 
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Western 
States 


$11,266,000 
4,115,000 


25,904,000 
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4.7% 
118,860,000 2.8% 
73,191,000 1.7% 
662,885,000 12.6% 
508,989,000 10.4% 
276,266,000 5.8% 
312,936,000 6.4% 
117,788,000 2 % 
50,242,000 1 % 
259,414,000 5.1% 
427,570,000 8 % 
292,705,000 5.3% 
870,034,000 16.6% 
101,891,000 2 % 
146,887,000 2.8% 
548,037,000 10.4% 
2.4% 
100% 
$ 5,362,000 $ 3,898,000 
3:404,000 
1,950,000 8,865,000 1,972,000 3,369,000 
18,071,000 76,547,000 11,072,000 a 
10,835,000 45,531,000 13,150,000 
5,125,000 18,781,000 9,285, 
5,670,000 41,329,000 8,232, 
4 8,839,000 2,003, 
1 5,065,000 1,065 
4 17,473,000 
6 28,670,000 5,835, 
5 17,525,000 2,850, 
21 51,021,000 13,392, | 
3,088, 11,241,000 890, 
| 3,585, 11,414,000 2,202, 2,413,000 
9,632, 12,524 8,139,000 
4 3,867, 903, 2,705,000 
$114,637, $76,148, $103,432,000 $651, 1 50, 


Some of the Major Problems 


harking back to Ancient Rome 

in connection with our affairs 
and we have been reminded of the 
relation between the Empire’s de- 
cay and the lessening of agricul- 
tural endeavor. But if anyone is 
inclined to be pessimistic a sur- 
vey of agriculture and 
what is being done 
for it should be useful. 
We will pass the work 
of the U. S. Depart- 
ment of Agriculture, 
the State Departments 
of Agriculture, the per- 
fection and abundance 
of farm machinery, and 
conveniences ranging 
from mails, telephones 
and roads, to electric 
lights and come at 
once to the measures 
for meeting the agricul- 
tural emergency. Up 
to November 30 the 
War Finance Corpora- 
tion had approved of 
advances for agricul- 
tural and livestock pur- 
poses totaling $433,- 
447,000 in thirty-seven 
states. Of this $182,- 
859,000 went to 4,400 
ba nki ng institutions ; 
$77,761,000 to 113 live- 
stock loan companies, 
and $172,827,000 to 32 
co-operative marketing 
associations. 

That should be a re- 
sounding comment on 
the nation’s apprecia- 
tion of the importance 
of agriculture but the 
best thing in the report 
of the War Finance 
Corporation from 
which the figures are 
taken is the announcement that 41 
per cent. of the money advanced to 
agriculture has been repaid. “It is 
impossible,” the report says, “to es- 
timate the full effect of the aid 
given by the corporation to the live- 
stock industry, because calamities 
that are averted can never be mea- 
sured. It is generally recognized, 


has lately been much 


By JAMES E. CLARK 


however, that by providing as it did 
financing for more than 6,900,000 
head of livestock, the corporation 
checked the demoralization in the in- 
dustry, gave the stockmen a breath- 
ing spell, stabilized the market, and 
turned the tide away from disaster 
toward recovery and reconstruction. 


With apologies to Jean Francis Millet. 
THE GREATEST SOWER OF ALL AGES. 


An Inestimable Area of Land Continues in a State of Cultivation, and 
Millions of Cattle Have Been Saved Through the Work of the’ War 


Winance Corporation. 


Longer Credit 

And there is reason for optim- 
ism also in the ruling of the Federal 
Reserve Board making bankers’ ac- 
ceptances of six months’ maturity 
drawn by agriculturists or co-opera- 
tive marketing associations eligible 
for purchase or rediscount by Fed- 
eral Reserve Banks. Seemingly 
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there is no danger of this nation 
forgetting its dependence upon agri- 
culture; the farmer will not let the 
rest of the world forget. 


English Agriculture 


England has its own agricultural 
problems. Farmers who were in 
clover during the war 
now are in a serious 
condition. The gov- 
ernment has appointed 
a committee to make an 
investigation of the sys- 
tem of marketing agri- 
cultural products as a 
step toward helping the 
industry. In his first 
speech in the present 
Parliament Lloyd 
George declared that 
there was no country in 
Europe, excepting Rus- 
sia, where the propor- 
tion of labor to the 100 
acres was as low as 
England’s. 

“We are up against 
this position,” said the 
Prime Minister in the 
course of the same dis- 
cussion, “that however 
much we may improve 
our agriculture, the con- 
ditions are such that 
there is a very definite 
limit to the increase 
that can take place 
without a change in our 
system either in the di- 
rection of protection or 
of subsidies, both of 
which are _ barred.” 
The American farmer 
who has some. tariff 
protection and has the 
aid of the War Fi- 
nance Corporation 
may find if he will, 
a grain of com- 
fort in comparing his situation with 
that of the English farmer. Condi- 
tions on both sides of the Atlantic 
are not identical but business dis- 
comforts, the cause of which have 
been freely laid at the door of the 
Federal Reserve System, are preva- 
lent far beyond the jurisdiction of 
that system. 
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But as important and useful as is 
the work of the corporation it is 
well not to lose sight of the real 
nature of the corporation’s work. 
The Pacific Banker voices the reali- 
zation of the multitude when it says: 

“We are producing beyond our 
ability to consume and it is folly to 
assume that the farmer can be put 
back on his feet by pouring out mil- 
lions from the Treasury in loans to 
him. Such measures as loans and 
other credit remedies are merely 
palliatives rather than 
restoratives and little 
proof is needed to de- 
monstrate that im- 
paired purchasing 
power abroad is the 
cause of dead markets 
in this country. With- 
out question the far- 
mer needs credit and 
it has been generously 
given him during the 
past three years, in 
fact, too much during 
the year of 1920, for 
then the banks 
financed him when he 
was holding wheat for 
$3 a bushel and cot- 
ton for 50 cents a 
pound, finally result- 
ing in disaster. The 
deflation period has ES 
borne heavily upon his 
rescurces and upon those who have 
been financing him and yet all the 
credit facilities extended him have 
not improved his condition, for life- 
less markets still confront him.” 


Immigration Looms Up 


Last year the net gain in labor 
from abroad was, according to esti- 
mates of Government officials, only 
about 25,000 persons, something 
like 500 immigrants to each state, 
a very small number when it is re- 
called that in times gone by as many 
as 1,200,000 persons have been ad- 
mitted in a single year. 

The wisdom of restricting immi- 
gration to this extent is beginning to 
force itself upon public attention 
though shortage of hands and the 
maintenance of wages which seem 
to be out of proportion for the 
value of services rendered. 

Railroads, public works, highways 
have been largely built by immi- 
grants. The latest arrivals have 
supplied the brawn in many of the 
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industries and in the mines. Where- 
ever there has been hard manual 
labor to be performed, there the 
immigrants have  foregathered. 
Without this labor the nation could 
not have attained its present wealth 
and strength. The reduction of 
immigration to practically nothing 
may be the best policy but as long 
as the supply is cut off it is but 
reasonable to look for high rather 
than low wage scales. In our anx- 
iety to keep out the hordes of 
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IMMIGRATION AND DEBT. 


An American Banker Visualizes the Suggestion 

President of 

the Bank of Montreal Who Would Reduce 
Canada’s National Debt by Immigration. 


of Sir Vincent Meredith, Bart., 


Europe who otherwise would have 
come in at the close of the war, it 
was temporarily forgotten that the 
immigrants were producers of 
wealth. 


Canada Wants Immigrants 


The President of the Bank of 
Montreal, Sir Vincent Meredith, 
Bart., in his annual,address to the 
stockholders, after stating that the 
tide of immigration has not flowed 
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freely for a decade, says that “the 
situation in this respect is unsatis- 
factory.” “It seems to me,” he con- 
tinues, “there are two ways only to 
check and reduce the mounting debt 
with which this country is now bur- 
dened; one is by the creation of 
fresh wealth through having more 
people on the land and the other 
by strict economies in Government 
expenditures. 
“Our country’s natural resources. 
exist in abundance; we have an ex- 
hilarating climate, fer- 
tile soil, immense for- 
ests, rich deposits of 
minerals, both base 
and precious, pro- 
vi ding opportunities 
for livelihood that 
should attract the sur- 
plus population of the 
Old World. Doubling 
population will halve 
our debt, solve our 
railway problems, ex- 
pand our trade and en- 
hance the _ general 
prosperity. It is grati- 
fying, therefore, to 
learn that the Domin- 
ion Government, in 
co-operation with the 
Provincial Govern- 
ments and private or- 
ganizations is to em- 
bark upon an energet- 
ic immigration policy, 
of which the first 
fruits, we may hope, 
will appear next 
year.” 


Money As An Issue 


In the opinion of 
some observers there 
is a possibility that 
money may become an 
issue in the next Pres- 
idential campaign. 
One reason why it is 
a possibliity is that money madness, 
is one of the few overseas calamities 
which has not yet become epidemic 
here; another is that something for 
nothing on a nation-wide scale makes 
the same fetching appeal to the mob 
as does something for nothing when 
presented as a special and personal 
opportunity. But while every re- 
former can get an audience and 
sometimes may get or influence 
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The Business Outlook for 1923 


By JOHN H. PUELICHER 
President American Bankers Association 


The Establishment of a New Normal Situation During the Year 


Just Closed Gives Viewpoint for the Coming Months. 


Indica- 


tions Seem Favorable for the Continuance of Sound Business if 
We Meet the Existing Major Problems With Breadth of Vision. 


course of events during 1922 

shows that the hopes and ex- 
pectations held at the opening of 
the year for better business than in 
1921 have been fully realized in 
terms of substantial progress. 


Economy in technical methods, 
conservatism in management and 
careful financial policies, combined 
with expanding effective demand on 
the part of the buying public, re- 
sulted both in bringing to industry 
and trade fair returns on operations 
during the past year and in placing 
them in a strong position for the 
year that lies ahead. 

During the forepart of 1922 good 
progress was made in reducing ex- 
cess stocks of manufactured prod- 
ucts and accumulated supplies of 
raw materials. This terminated the 
era of liquidating the burden of 
commodity surpluses and stagnant 
credits resting on them resulting 
from the 1920-21 reaction and de- 
pression, and brought business back 
to the normal basis of supplying 
current needs out of current produc- 
tion. This meant greater activity, 
industrial expansion and the disap- 
pearance of unemployment which 
was widespread at the opening of 
the year. 

Fortunately, along with this up- 
lift in business, there continued to 
prevail a large degree of conserva- 
tism. The lesson of 1920 was not 
forgotten. Manufacturers gauged 
their output carefully; merchants 
stocked up cautiously; while the 
buying public, which was placed in 
better funds by growing employ- 
ment, nevertheless tended to restrict 
purchases to useful goods rather 
than to indulge in luxuries, and at 
the same time demanded fair values 
for their expenditures. These were 
all evidences of a sound economic 
attitude. 


A GLANCE backward at the 


The most conspicuous single busi- 
ness movement during the year was 
in the tremendous volume of build- 
ing operations. ‘The influence of 
this on the general situation was 
great, for the building industry is 
second in importance only to agri- 
culture, giving employment, directly 
and indirectly, to millions of work- 
ers, inducing activity in many col- 
laterally affected lines and stimulat- 
ing the movement of great volumes 
of many classes of materials. 

By midyear it was conclusively 
evident that a real general business 
expansion was in progress. Al- 
though conservatism by the buying 
public had resulted in a rather dis- 
appointing spring retail trade in 
some directions, nevertheless activ- 
ity in the basic industries continued 
to grow. This was notably true of 
steel, with demand well distributed 
throughout all classes of products 
and well sustained despite the 
strengthening price movement. A 
large proportion of new steel orders 
was for railroad equipment, indicat- 
ing a fundamental development, for 
better transportation facilities were 
an essential need of the hour. The 
spectacular expansion in automobile 
production and sales was likewise 
a conspicuous element throughout 
the greater part of the year, and was 
a factor stimulating the steel busi- 
ness. 

The rapid on-rush of general 
business by the opening of the sec- 
ond half of the year raised some 
question as to whether it was not 
going too fast,—as to whether eag- 
erness to take advantage of growing 
demands might not result in too 
great a speeding up of industrial 
output, leading to over-production 
and a secondary reaction. But 
these fears were not realized. The 
rest of the year seemed to justify 
the expansion that took place. 
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Among the most untoward inci- 
dents of the year in the domestic 
field were the textile strikes in New 
England, the railroad strike and the 
long deadlocked coal strike. These 
two latter served to retard industry 
and commerce somewhat, but their 
ill effects, although hampering some 
lines, were in general, thrown off 
perhaps more easily than had been 
expected. 

The autumn season showed a con- 
tinued strength in general industry 
and trade, with rising prices and 
wages, splendid crop conditions and 
easy money. In fact throughout the 
year banking and finance were ren- 
dered somewhat inconspicuous by 
the very ease with which, function- 
ing under approximately normal 
conditions and with the aid of the 
wonderfully efficient mechanism of 
the Federal Reserve System, they 
were able to satisfy the require- 
ments of business. 

In general the year 1922 has 
marked the ending of the period of 
liquidating the 1920 disaster and 
the establishment of a new normal 
situation in which, for the most 
part, the relationships of supply and 
demand have become stabilized. 
This gives us our viewpoint for the 
1923 outlook. It seems to promise 
well for the continuation of sound, 
active business. 

That does not mean, however, 
that there are not still a number of 
serious problems. It cannot be 
overlooked that some prices are dis- 
torted in respect to other prices, 
and also that certain wages are not 
in line with others. Irregularity in 
the deflation of prices and wages 
has placed some parts of the indus- 
trial and commercial system at an 
economic disadvantage with others. 
Also the problems of adequate 
transportation facilities and of bet- 
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ter balanced and more economic 
coal production loom large. 

In finance, those who are carry- 
ing the responsibilities for maintain- 
ing sound currency, credit and bank- 
ing conditions cannot but feel deep 
concern over the agitation for ruin- 
ous money and credit policies pre- 
vailing in some sections, and also 
over the unwarranted attacks on the 
Federal Reserve System. 

Enlightened leadership and sanity 
of public attitude toward the fore- 
going problems can undoubtedly 
control and solve them for the gen- 
eral good. Despite the difficulties 
they present, and despite certain un- 
fortunate misconceptions that ap- 
pear to have gained predominance 
here and there, I am confident that 
the fundamental good common sense 
of the American people will pre- 
vail. 

There is no wealth of natural re- 
sources in the country comparable 
in value to the fund of common 
sense among our people. But like 
all our resources it must be devel- 
oped. 
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It must be cultivated by sound 
economic education and its poten- 
tialities directed by sane business 
leadership if it is to accomplish the 
constructive results that mean pros- 
perity. 

If the full power of our national 
genius is to be realized,—if the re- 
sources of our people’s combined 
common sense are to be made effec- 
tive against the forces of disaster 
and destruction involved in radical 
agitation and fallacious economic 
doctrines, such as overwhelmed 
Russia, we must strive unceasingly 
to give all the people the benefits 
of accumulated experience and 
achievement through broader eco- 
nomic educational activities. 


This is the paramount need of the 
day. This is the absolute prereq- 
uisite of general prosperity in the 
United States. This is the form of 
patriotic service to which the Ameri- 
can Bankers Association is unre- 
servedly devoted through its Com- 
mittee on Public Education and 
other activities. 
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Finally, there is one other prob- 
lem that looms large, and that is the 
foreign situation. It will, perhaps 
exert even a greater effect on our 
domestic business situation in 1923 
than in 1922 which had the fresh- 
ness of a domestic business revival 
to carry it for the time being over 
the effects of foreign conditions. 
But in the long run, both from the 
viewpoint of America’s place among 
nations and of the effect of Euro- 
pean conditions on our industrial, 
commercial and financial welfare, 
the international situation is a prob- 
lem demanding our best thought 
and most careful action. The maxi- 
mum of prosperity for America 
demands a return to stability in 
Europe. 

With these problems in mind, 
serious as they are, I believe the 
basis for a prosperous 1923 has been 
laid. I believe if we meet these 
problems with sanity and breadth 
of vision that the hoped-for pros- 
perity will be realized. 


in credit facilities for farm- 

ers. The Federal Land Bank 
law should be amended so that the 
maximum loan allowed will be $25,- 
000 instead of $10,000. If the limit 
is raised, the maximum actual loan 
would be less than $24,000 because 
of the 5 per cent. stock subscription 
that is required. Whatever the up- 
per limit, the average loan will al- 
ways be much less than one-half of 
the maximum because there will be 
very many small loans and a more 
limited number of large ones. The 
larger loans are, however, quite as 
essential to agriculture as the small 
ones. The American standard 
farm is one that is large enough to 
provide full work for an intelligent 
and efficient farmer and his family. 
The present loan limit is too small 
to provide such a farm for many 
types of farming and for many re- 
gions. The best soils and most in- 
tensive types of farming furnish a 


Sy improvements are needed 


Loan of $25,000 for Farmers 


By G. F. WARREN 
New York State College of Agriculture 


large part of the commercial prod- 
uct of the Country. It is quite as 
important to encourage intensive 
farming on good land as to encour- 
age farming on poor land. Further- 
more, it is desirable to make farm- 
ing attractive enough so that ener- 
getic men will remain on farms and 
so that they can have work enough 
to retain their sons at home. 

Our banking system is well adapt- 
ed to furnishing short-time loans. 
We have no system for furnishing 
working capital for farmers for in- 
termediate credit, that is, for one-to 
three years. The credit needs of 
farmers are to a large extent fin- 
anced by feed dealers, machinery 
dealers, and storekeepers, none of 
whom are in a position to furnish 
credit economically. The Federal 
Reserve system is exceilently adapt- 
ed to furnishing short-time credit 
but there is serious question as to 
whether attempts should be made to 


provide one-to-three-year credit 
through this system. A more feas- 
ible plan would seem to be to pro- 
vide such credit by a system similar 
to that used by the Land Banks. 

Improvement in the Federal Re- 
serve system, provision for interme- 
diate credit, and raising the limit of 
loan through the Land Banks, will 
not mean less business for ordinary 
banks. It will mean more business 
for banks but less credit will have 
to be furnished by feed stores, fer- 
tilizer dealers, implement dealers, 
and storekeepers. 


“Enough forces are operating to 
make us cautious in estimating the 
prospects for the future and take care 
lest we build on a false basis,” says 
Secretary Mellon. “Business in this 
country can not progress indefinitely 
without its foreign markets, and un- 
due expansion now, with rising costs 
and artificial values, would inevitably 
sow the seeds of reaction and make 
more difficult the reestablishment of 
normal relationships abroad.” 
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Evolution of the English Currency 


By W. F. CRICK 
University of London 


Free Coinage An Established Principle in England Since 1666. 
With the Temporary Abandonment of the Gold Standard, Gold 
Has Practically Gone Out of Circulation. 
Excepting Jewelry and Art Objects Held by the 


T is not always generally recog- 
nized that the gold standard is 
a comparatively recent basis of 
the world’s currency systems. It 
was only in 1871 that Germany 
adopted it, and the Latin Union 
of France, Belgium, Switzerland, 
and Italy still retained, up to the 
outbreak of the war, a “limping 
standard” of both gold and silver. 
Even Great Britain, before arriv- 
ing at the gold standard, now tem- 
porarily abandoned, tried both a 
silver and a double standard, only 
formally adopting gold as the single 
basis for the currency a century ago. 
The pound was originally a Sax- 
on pound-weight of silver. This 
amount, however, was far too large 
to be coined, and the actual coin- 
age, in Anglo-Saxon times, con- 
sisted of silver pennies and half- 
pennies. Not until the eleventh 
century, under William I, was the 
relation between a shilling and a 
penny fixed at twelve to one, and 
although the usual money of ac- 
count had for long been the shill- 
ing, it was only in the sixteenth 
century that Henry VIII first 
coined the shilling. 
Clipping Coins 
The main difficulty experienced 
in these times in providing a cur- 
rency for the carrying on of trade 
was the danger of sweating or 
clipping by the public or of debase- 
ment by an impecunious monarch. 
It was the former difficulty which 
led to a sixteenth century royal 
proclamation, under the seal of 
Queen Elizabeth, which stated the 
scientific principle now known as 
“Gresham’s Law,” Sir Thomas 
Gresham, founder of the Royal 
Exchange, being the supposed in- 
spirer of the document. As a mat- 
ter of fact, the law was recognized 


many years before, even before the 
time of Copernicus. From the 
statement in its earliest form, how- 
ever, it is easy to see how the law 
has widened in its application as 
the varieties of currency in use 
have increased. It may be ex- 
pressed in its most elementary form 
as follows: If coins of the same 
metal, but of varying weight and 
quality, circulate together at the 
same nominal value, the worse 
coins will tend to drive out the 
better from circulation, but the 
better will never drive out the 
worse. 


Recoinage of 1696 

Gold had been circulated in the 
country since the fourteenth cen- 
tury, at varying rates with silver. 
In 1663 a gold coin, the guinea, 
was issued to circulate at the rate 
of twenty silver shillings. But so 
bad was the condition of the silver 
coinage that the guinea rose com- 
monly to thirty shillings. Accord- 
ingly, a complete recoinage of sil- 
ver was undertaken in 1696. Im- 
mediately the guinea fell to twenty- 
two shillings, and would have fall- 
en further, but for a Treasury deci- 
sion, which in effect fixed the value 
of the guinea at twenty-two shill- 
ings. The result of the stabilizing 
of gold above its true silver value 
was to drive the silver coinage 
rapidly out of circulation. 

In 1717, in response to a call for 
advice, Sir Isaac Newton issued a 
report on the situation, as a result 
of which the guinea was fixed at 
twenty-one shillings, in order to 
bring it into line with the ratio 
between gold and silver which ex- 
isted on the Continent, thus dis- 
couraging the export of silver. 
Hence one of the antiquities of 
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the British system. Although the 
guinea is no longer coined, it is 
still used largely as a unit of ac- 
count for professional fees, sub- 
scriptions, etc. 

There being no legislation in ex- 
istence as to what must be accepted 
in settlement of a debt, both gold 
and silver were -by custom unlim- 
ited legal tender, and coinable at 
the Mint without charge since 1666. 
But gold was still overvalued and 
the only silver coin left in circu- 
lation was so worn that it was nec- 
essary, in 1774, to limit the legal 
tender of silver coin to sums under 
£25. Over that amount silver was 
to be legal tender only by weight. 
This may be taken as the first step 
to England’s present system of 
“composite legal tender.” 


Token Coinage 


After the Bank restriction, dur- 
ing the Napoleonic wars, it became 
necessary again to reorganize the 
coinage. In effect, however, so 
completely had gold driven silver 
out of circulation, that the action 
taken was little more than a regu- 
larization of established practice. 
Accordingly, by the Act of 1816, 
silver was reduced to the status of 
a token coinage, by the provision 
that an ounce of silver should 
henceforth be coined into five and 
a half shillings, its value then being 
only five. Furthermore, it was to 
be legal tender only up to forty 
shillings. 

Another improvement in the sys- 
tem was brought about by bringing 
the unit of account into correspond- 
ence with the unit of currency. 
Previously the pound was used to 
calculate debts, the guinea to pay 
them, the former being equivalent 
to twenty, the latter to twenty-one 
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shillings. Now for the first time 
arrangements were made to coin a 
gold “pound” equal to twenty shil- 
lings silver, and the English “sover- 
eign” made its début. Gold was 
made unlimited legal tender, thus 
establishing it as the single stand- 
ard of value, into which all the 
other forms of currency were con- 
vertible. 

The free coinage of gold has 
been an established principle in 
England since 1666, from which 
time gold could be taken to the 
Mint for coinage into first guineas, 
then sovereigns at the rate of £3.- 
17.10% per standard ounce (11/12 
fine). The practice, however, has 
for long past been to take gold, not 
to the Mint, but to the Bank of 
England, whose charter requires it 
to buy all gold bullion offered to it 
at £3.17.9. The difference between 
the Mint and Bank prices repre- 
sents the charge for the advantage 
secured by the seller in receiving 
immediate payment, instead of 
having to wait several weeks, dur- 
ing which his gold is coined. 

Coinage Act of 1889 

Since 1816 one more important 
improvement has been made in the 
coinage, by which the State took 
over the responsibility of keeping it 
in good condition. While the pub- 
lic was required to bear the loss 
on light weight coin, the banks 
would always do their best to keep 
the best coin in hand, for deposit 
at the Bank of England, and to 
put the lightweight coin back into 
circulation, inasmuch as the Bank 
made a charge for accepting light 
coin. Eventually the coinage be- 
came so bad that the bankers of 
the country urged the Government 
to take action. Accordingly the 
Coinage Act of 1889 provided for 
the exchange of new coins at the 
Bank for pre-Victorian gold coins, 
at their nominal value, the Mint 
bearing the consequent loss. The 
Act was extended to cover all gold 
coins in 1891. Coins which, from 
a large deficiency in weight, had 
obviously been illegally tampered 
with were, of course, exempted 
from these laws. 

Only one important change in 
the currency laws has been made 
in the present century. Owing to 
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the high prices reached by silver 
in the open market, and the con- 
sequent danger of a serious deple- 
tion in the silver circulation, the 
quantity of fine silver in the coin- 
age was reduced in 1920, from a 
milesimal fineness of 925 to one of 
500. 


Gold in the Banks 


Since the war, with the tempo- 
rary abandonment of the gold 
standard, gold has practically gone 
out of circualtion. Apart from a 
probably very small amount hoard- 
ed, and from jewellery and objects 
of art, the whole of the gold in the 
country is held by the banks. The 
outside banks, however, hold only 
small amounts, their cash reserves 
consisting mainly of Bank and 
Treasury notes and balances at the 
Bank of England. The process of 
centralization of gold _ reserves, 
which had proceeded steadily for 
many years, with a slight reaction 
in the few years before the war, 
was given added impetus by war 
conditions, and the Bank now holds 
the only large stock of gold in the 
country. At the same time, the 
public has now become so _ habit- 
uated to the use of paper currency 
that it is doubtful whether gold 
will ever again circulate in large 
quantities. The central hoard seems 
to have established itself on a basis 
of uncontested permanency, though 
the value of a certain amount of 
gold in the hands of the public, 
as a reserve which can be called 
upon in urgent necessity, is still 
held by some to be sufficient reason 
for restoring the gold coin circula- 
tion. 


Paper Currency 


The parentage of the bank note 
is obscure. In England its fore- 
runner was the receipt given by 
the goldsmiths for gold deposited 
with them during the troublous 
times of the seventeenth century. 
This receipt could be used for 
withdrawing the gold by writing 
upon its face the amount demand- 
ed. From this demand for pay- 
ment it was an easy transition to 
the issuance of promises to pay, in 
amounts of convenient and cus- 
tomary size. 
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Before such promises, however, 
could command any widespread 
currency, it was necessary to estab- 
lish public confidence in the issuing 
party. Accordingly, it was not un- 
til the internal political tranquillity 
which existed under William III 
that, by the establishment of the 
Bank of England, in 1694, a note 
issue widely known and recognized, 
was inaugurated. The Bank was 
permitted by its charter to issue 
notes only up to the amount of its 
loan to the Government—the pur- 
pose for which it was founded— 
the amount being £1,200,000. 


Issue of Notes 


Owing to the disastrous failure 
of a rival bank, Parliament in 1708 
passed an Act prohibiting the issue 
of notes by any banking associa- 
tion of more than six persons other 
than the Bank of England. As a 
result of the conception of note 
issuing as the fundamental func- 
tion of a bank, it was long before 
any joint-stock banks were set up, 
while the small private banks, and 
even country tradesmen issued 
notes freely. Outside of London 
the notes of the Bank of England 
were not for some time in circula- 
tion in large quantities. But so 
prolific did the country bank notes 
become that in 1775 the issue of 
notes under £5 was totally prohibi- 
ted. The legacy of this law was 
the total absence, until 1914, of 
paper currency of denominations 
smaller than this amount. 

The London private banks grad- 
ually submitted to the strength of 
the Bank of England, their notes 
being pushed out of circulation. 
To this fact is due in part the phe- 
nomenal development of deposit 
banking in England, and the firm 
hold which check currency gained 
on the population. 

With the suspension of converti- 
bility of Bank notes in 1797 went 
a provision for the temporary issue 
of £1 and £2 notes to replace guineas 
in circulation, but this provision did 
not last long after the resumption 
of specie payments in 1819. 

The Act of 1826, which followed 
a serious crisis in the previous 
year, tended to modify consider- 
ably the Bank’s practical monopoly 
of issue. It forbade even the Bank 
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to issue notes of less than £5 de- 
nomination, and at the same time 
extended the privilege of issue to 
joint-stock banks having no office 


within 65 miles of London. Sev- 
eral banks sprang up in answer to 
this invitation. In 1833, however, 
under the new Bank Charter Act, 
a step was taken which was even- 
tually to extinguish the private bank 
note issues. This Act authorized 
joint-stock banks to establish them- 
selves in London, provided they 
did not issue notes to bearer paya- 
ble on demand. Furthermore, the 
quality of the Bank’s notes was 
strengthened by their establishment 
as legal tender in England and 
Wales, except in payments by the 
bank itself. One of the results of 
the former provision was that any 
country bank amalgamating with 
a joint-stock bank having an office 
within 65 miles of London, or any 
country joint-stock bank opening 
a branch in that area, would auto- 
matically lose its issue rights. This 
is in fact what was happening all 
through the century. 


Lapsed Issues 


The Bank Charter Act of 1844 
reinforced that of 1833 by provid- 
ing that no one was to issue notes 
in future, except such banks and 
bankers as were issuing their own 
on May 6, 1844. Furthermore, if 
for any reason a bank should cease 
to issue notes, it should not resume 
the practice, while in any case the 
amount issued should never exceed 
the average for the twelve weeks 
preceding April 27, 1844. The 
Bank of England was given the 
privilege, if authorized by Her 
Majesty in Council, to increase its 
fiduciary issue by two-thirds of the 
lapsed issue of a country bank. 

The term “fiduciary” introduced 
a new feature of the legislation, in 
which it was sought to ensure a 
sound backing for the Bank’s notes. 
The bank was empowered to issue 
£14,000,000 against securities, and 
any further amount against gold 
and silver, the latter never to ex- 
ceed one-fourth of the gold. Since 
all coin and bullion not required 
for immediate use in the Banking 
Department was to be deposited in 
the Issue Department, the issue of 
notes became absolutely automatic, 
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varying only in accordance with the 
amounts of gold going into the 
bank or being withdrawn from it. 
The fiduciary issue grew by the 
taking up of lapsed issues until it 
now stands at £18,450,000 the 
bank not having taken full advan- 
tage of its opportunities of expan- 
sion. 


No Elasticity 

Since the issue of bank notes 
was so mechanical, there was no 
elasticity responsive to the trade 
demands of the community. The 
result was the emphasis laid upon 
credit expansion and contraction in 
the development of the banking 
machinery of the country and the 
enormous use of checks, which are 
more or less an evasion of the law, 
being orders to pay, instead of 
“notes payable to bearer on de- 
mand.” 

By the time of the outbreak of 
the war, there were only a very 
insignificant number of non-Bank 
of England notes in circulation, 
and the last of these fell in, in 
1921, with the absorption of Fox, 
Fowler & Company, a Somerset- 
shire bank, by Lloyds Bank. Hence 
the British currency consisted in 
1914 almost entirely of gold, Bank 
of England notes, and token coins 
of silver and bronze, unless the use 
of the term “currency” be widened 
to include checks. 


Centralization of Reserves 


In 1914, however, in order to 
centralize the gold reserves of the 
country, a new form of note was 
issued. For a short time, to tide 
over a pressing need, postal orders 
were made legal tender, but this pro- 
vision was speedily supplanted by 
the issue of Treasury notes in sums 
of £1 and 10 shillings, payable in 
gold at the Bank of England. The 
various impediments placed in the 
way of convertibility, however, the 
prohibition of melting and later of 
export, made these notes practi- 
cally fiat paper, as they are today. 

As a result of these various de- 
velopments there were at the end 
of the war over £300 millions of 
Treasury notes in circulation, but 
it was estimated by a Committee 


January, 1923 


of the Royal Society that £120 mil- 
lions of these must be regarded as 
a substitute for coin formerly in the 
hands of the public or the outside 
banks. The notes reached their 
peak in December, 1920, when £368 
millions were outstanding. ' 

On the recommendation of the 
Cunliffe Committee, the Treasury 
decided on November, 1919, to fix 
the legal maximum fiduciary issue 
of currency notes in any year at 
the actual maximum fiduciary issue 
in the preceding year. In order 
to meet expansion, therefore, Bank 
of England notes had to be placed 
in the currency notes redemption 
account, to keep the fiduciary issue 
within the prescribed limits. 


The Present Position 


The condition of the currency is 
therefore somewhat complicated 
at the present time. At the middle 
of October there were outstanding 
Bank notes of £144 millions, all but 
£18,450,000 being, of course cov- 
ered by gold. Much of this 
amount, however, was in the re- 
serves of the banks, while over £21 
millions were held against currency 
notes. The former item is impos- 
sible to ascertain, but it is certain 
that the bank notes in the hands 
of the public must be well under 
£100 millions. 

The currency notes outstanding 
were £291 millions, but part of 
these again were held by banks as 
cash_ reserve. Altogether, then, 
with a net bank note circulation of 
£123 millions and currency notes of 
£291 millions, the gold holdings of 
£152%4 millions represented a re- 
serve of 36.8% or little less than 
the minimum gold reserve behind 
the Federal Reserve notes. 

Counting all the notes in the 
hands of the public and the banks, 
excluding the Bank of England, the 
total circulation for the United 
Kingdom (since Scottish and Irish 
notes are largely covered by cur- 
rency notes) may be put at £391 
millions, representing a per capita 
circulation of about £8.10.0. The 
comparable figure for the United 
States on September 1, was slightly 
under $40 or about £9 at current 
rate of exchange. 


Assured ‘Though Unearned Income 
An*Average Normal Unemployment of About 1,536,000 Workers 


Is a Burden on Prosperity, but Unemployment Insurance May 


Not*be a Cure-All. 


Weaknesses. 


AN social insurance be adopt- 
ed as a means-of meeting the 
unemployment problem in the 

United States? 

Should social insurance be adopt- 
ed as a means of meeting the un- 
employment problem. 

An attempt to provide a basis for 
answering these questions is made 
in a report published by the Na- 
tional Industrial Conference Board. 

In the manufacturing and me- 
chanical industries of this country 
lack of work causes an average 
normal unemployment of about 
1,536,000 out of a total of 12,800,- 
000 workers. These conditions re- 
act on business, and directly affect 
national prosperity and national 
welfare. As the public as a whole 
suffers from this drag of unem- 
ployment in two ways—loss of the 
productive power of a large num- 
ber of its workers and depletion 
of savings and reserves—the pos- 
sibility of some adjustment on a 
major scale, which will alleviate 
the condition, commands constantly 
increasing attention. The possi- 
bility of finding a safe way for the 
stabilization of the worker’s life 
and in turn the stabilization of bus- 
iness is alluring; on the other hand 
contemplation of the far reaching 
damage, economic and psychologic, 
through a false step is sufficient to 
suppress spontaneous enthusiasm. 


Self-Protection 


In employment insurance as well 
as in other kinds of insurance, good 
protection can generally be fur- 
nished by the risk himself through 
enlargement of knowledge as to the 
causes of the apprehended loss, and 
through initiative and resolution in 
bringing about changes tending to 
prevent a recurrence of the loss. 
To illustrate, the laboring man to 
whom loss of work is not a calam- 
ity is that type found on the out- 
skirts of villages who owns, or at 
least has title to, an acre or two of 


ground, and who maintains in min- 
iature a farm. He produces much 
that he needs for his table, is to a 
large extent self-sustaining and on 
the days when he cannot work for 
someone else, he can and does work 
for himself. Unemployment in his 
case if not prolonged is not damag- 
ing as in the case of a skilled 
worker living in a big city who 
must buy over the counter every 
ounce of food that goes upon the 
table. The wage-earner who still 
has one foot on the land probably 
never will be in need of an unem- 
ployment dole. In effect he has 
insured himself. 


In Europe 


“Compulsory insurance against. 


unemployment exists in Great 
Britain, Russia, Austria and Italy, 
and is under consideration in Bel- 
gium and Germany,” says the re- 
port. “The British system, put into 
operation in 1912, was the result 
of careful study of the subsidized 
voluntary plans and developed out 
of earlier attempts to meet the 
problem of unemployment through 
Poor Law relief and through labor 
exchanges. The British system, in 
contrast to continental unemploy- 
ment insurance systems, was de- 
vised primarily to provide relief for 
regular unemployment instead of ab- 
normal unemployment in emergen- 
cies. It was designed to bring protec- 
tion to organized and unorganized 
workers alike and so to distribute 
the risk among as large a group as 
possible as to make the cost small 
in relation to potential benefits. Its 
cost was also allocated so as to in- 
clude both employers, employees 
and the state. It was established 
on an actuarial basis afforded by 
trade union unemployment records 
and was designed to promote the 
accumulation of a reserve to tide 
the fund over bad years. 

“The British unemployment in- 
surance fund became exhausted in 
499 


In England the Scheme Has Shown Many 
Recipients of Unemployment Doles Contented. 


1921 and has involved a large drain 
on the public treasury since that 
time, largely because of three cir- 
cumstances: (1) the acute business 
depression which caused sudden 
and long unemployment of large 
numbers, (2) the inclusion immedi- 
ately prior to the beginning of the 
industrial depression of eight mil- 
lion workers, not previously insured, 
who drew benefits after making 
only a few contributions, and (3) 
the provision for payment to in- 
sured workers of special benefits 
without corresponding contribu- 
tions, in order to relieve the dis- 
tress of those who had exhausted 
their rights to benefits. The sys- 
tem, though possibly financially 
sound in relation to normal unem- 
ployment, proved inadequate under 
the stress of extreme emergency ; 
it has done practically nothing to 
stimulate efforts for reduction of 
unemployment by employers, em- 
ployees and the state, and the ad- 
ministrative machinery has been 
found extremely costly. Improve- 
ments in the administration of the 
system, particularly as related to 
the labor exchanges and the pay- 
ment of benefits, are under consid- 
eration. It is doubtful, however, 
how much the system could have 
reduced unemployment, because it 
was adopted after practically every 
other method of meeting the prob- 
lem of unemployment had been 
tried and because unemployment in 
normal years had probably nearly, 
if not quite, reached a minimum. 


Is There Need? 


“The question of the adoption of 
a system of public unemployment 
insurance in the United States in- 
volves two specific questions: is 
there need for such a system here, 
and does an adequate basis for the 
economical application of the in- 
surance priciple to unemployment 
exist in this country? 


/ 
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“The studies of the Board show 
that there is in the United States 
in normal times a considerable body 
of wage earners without employ- 
ment, a large proportion of whom 
may be presumed to be in need of 
relief. Accurate knowledge of the 
extent to which unemployed work- 
ers are able to provide for them- 
selves in individual or cooperative 
ways is, however lacking here. 
The extent of the need for sys- 
tematic relief cannot, therefore, be 
fully known until more adequate in- 
formation exists in regard to unem- 
ployment, wage conditions, stand- 
ards and costs of living, differences 
in seasonality of industries and 
savings of wage earners. 


Private Initiative 


“Studies by the Board have 
shown that much can be done by 
individual employers and coordi- 
nated industrial effort to reduce 
unemployement, and some progress 
in this direction has been made. 
Although the plans inaugurated in 
particular establishments cover as 
yet so small a percentage of the 
industrial workers of the country 
as not to have greatly affected the 
general unemployment contingency, 
they suggest the possibilities of 
bringing private initiative to bear 
on the problem in a variety of ways 
suited to the special requirements 
of different groups of workers in 
industry. .They indicate that there 
exists an increasing sense of indus- 
trial responsibility in relation to un- 
employment and that as technical 
methods of providing relief and 
preventive devices are worked out, 
the cost may be reduced and in 
time the workers may bear some 
part of it. The private measures 
so far used to meet the unemploy- 
ment problem are for the most 
part relief measures and appear to 
have been successful as the cost has 
been reduced through the develop- 
ment of preventive features and the 
systematization of the relief in ac- 
cord with actuarial principles. 


“The private efforts of employ- 
ers, trade unions and other organi- 
zations to provide for or prevent 
unemployment have not as_ yet, 
however, developed to an extent 
sufficient to afford an adequate 
basis upon which to build a system 
of public insurance in the United 
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COL. GEORGE HARVEY 


Ambassador to Great Britain whose Visit 
has been Connected with Plans for Euro- 
pean Aid. 


States. The unemployment risk 
among American wage earners is 
not known with any degree of defi- 
niteness, but available figures indi- 
cate that, compared with industrial 
countries in Europe, the rate is very 
high and has not been reduced to 
a working minimum. The financial 
basis which would be required for 
an actuarially safe insurance sys- 
tem in the United States would 
involve an enormous expense. Fur- 
thermore, the political organization 
of the United States would make 
the adoption of a national system 
of unemployment insurance impos- 
sible without constitutional changes, 
and the country’s vast extent, di- 
versified industries and social com- 
position would create under such a 
system an administrative problem 
of gigantic proportions and cost. 
“Tf, on the other hand, a system 
of unemployment insurance were to 
be built up by the separate states, 
the complications arising from an 
attempt at cooperation between the 
states in the placement of workers 
and adjustment of compensation 
would likewise present administra- 
tive problems of great difficulty, 
especially in view of the probability 
that the legislation in the separate 
states would differ widely. In addi- 
tion to these difficulties is the fact 
that there does not exist in most 
states either a system of labor ex- 
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changes or comprehensive organi- 
zations of wage earners, either one 
of which European experience in- 
dicates as a necessary basis for a 
public insurance scheme. 

“In Europe systems of public 
insurance have been built up on 
the basis of privately organized 
cooperative efforts for relief of un- 
employment. In this country, not 
only have the labor organizations 
not gone so far as they have in 
Europe toward protecting their 
members, but experiments insti- 
tuted in separate industrial estab- 
lishments here have not been ex- 
tended as they might to afford a 
more substantial basis than now ex- 
ists for public enterprises in this 
direction. It would appear, there- 
fore that in this country the first 
step to be taken toward the reduc- 
tion of unemployment and provi- 
sion for the risk lies in the exten- 
sion of existing enterprise in this 
direction or in the development of 
plans based on individual control. 


The Wisconsin Bill 


“Such legislation for public un- 

employment insurance as that pro- 
jected in the Wisconsin bill of 1921 
and others modelled on it, is based 
on the recognition of the necessity 
of promoting individual effort to 
determine, stabilize and reduce the 
unemployment risk. On its actual 
success in achieving this end in 
practice depends its cost and effec- 
tiveness in the relief of unemploy- 
ment. This in turn is dependent 
on better knowledge regarding un- 
employment and on the extent to 
which similar methods are adopted 
in other states and over the coun- 
try as a whole. Such extensive 
adoption would require nation-wide 
legislation, but this would be of 
great difficulty and great cost. 
. “The final question raised in con- 
nection with a proposal for such 
legislation is whether the stimula- 
tion of private cooperative efforts 
to reduce unemployment, which 
are necessary to meet the need for 
unemployment relief and serve as 
a basis for any comprehensive sys- 
tem, can be more economically and 
effectively achieved by compulsory 
legislation than by some _ other 
means? In the United States, 
therefore, the problem of devising 
such other means is put squarely 
to industrial management.” 


: 
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Evils Eliminated by Cooperative Advertising 
By HENRY W. BELL, 
Savings Bank of Utica N. Y. 


RIOR to 1915, bank advertis- 
P ing among the banks in Utica, 
N. Y. was confined to an oc- 
casional statement of assets and lia- 
bilities and the usual conventional 
solicitation. With the subsequent 
broadening of advertising policies, 
there arose a condition which 
proved extravagant in expenditure 
as well as wasteful in effort. Banks 
began to compete in the amount of 
space used and competed to such 
an extent that sometimes it seemed 
as though the very stability of the 
bank depended upon the size of the 
advertisement. 

Several unsuccessful attempts 
were made to cure the evil but indi- 
vidual effort could not accomplish 
what was brought about in 1919 by 
cooperative agreement. 

An agreement entered into be- 
tween seven banks, three national 
banks, three trust companies, and 
the Savings Bank of Utica, called 
for a limitation of space used in 
newspapers, the elimination of all 
forms of program advertising, and 
the prohibition of any advertising 
drawing comparisons between the 
size or strength of the participating 
institutions. 

The agreement had a salutory 
effect, especially in reducing gift 
advertising from a _ considerable 
yearly sum to nothing, and in dis- 
couraging the race to use the largest 
amount of newspaper space. An 
equally good effect was brought 
about in the formation of a com- 
mittee composed of a representative 
from each of the banks to function 
in the adjudication of complaints 
and in the formulation of the gener- 
al policy of advertising as provided 
by the terms of the agreement. And 
as there is no clearing house in 
Utica, the Cooperative Advertising 
Committee also serves the useful 
purpose of settling questions of gen- 
eral policy other than advertising. 


During the past three years sev- 
eral cooperative campaigns have 
been tried. An educational cam- 
paign in 1920 to show the reasons 
why the money earned in Utica 
should be deposited in Utica’s 
banks; in 1921 the committee co- 


Important Notice 
to Holders of Victory 
Notes and 1918 War 

Savings Certificates 


BY order of the Secretary of the Treasu’ of 
the United States, all 4 3-4 per cent Vic- 
tory Notes (otherwise known as United States 
of America Gold Notes) bearing the letters A, 
B,C, D, E or F prefixed to their serial numbers, 
have been called for redemption on December 
15, 1922. Interest on these notes will cease 
after that date. 


wi Savings Certificates, rer of 1918, | 
Phy mature on January 1, 1923. Hold. 
of these may excharge them through 
i for TREASURY SAVINGS CERT: 
| CATES, issued in denominations of $25, $100 
and $1,000 (m‘turity value) and 7 for 
$20.50, $82 and $820 respectively. These. 
mature five years from the date of issue, yield- 
ing at these prices about 4 per cent interest 
compounded semi-annually if held to maturity, 
or about 3 per cent if redeemed before maturity. 


The undersigned banking institutions will 
be glad at any time to furnish further 
detailed information concerning the pre- 
sentution and surrender of these securities. 


Consult Us Pramptly 


First National Bank of Utica 
Oneida County Trust Company 
Utica City National Bank 
Oneida National Bank 

Uti¢a Trust and Deposit Company 
Citizens: Trust Company 

The Savings Bank of Utica 


COOPERATIVE ADVERTISING 


(Reduced in size) 


operated with the life underwriters 
in teaching life insurance as an in- 
vestment ; the same year educational 
Americanization copy was run in 
the local foreign language newspa- 
pers. Cooperative copy is run on 
special occasions, such as the greet- 
ings to important conventions, and 
on matters affecting the general 
public, such as the redemption of 
the Victory Notes, and cooperative 
copy urging the giving of bank ac- 
counts at Christmas. 
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Major Problems 
(Continued from page 493) 


a nomination for office, it is almost 
inconceivable that the sound com- 
mon sense of America can be suc- 
cessfully attacked on an issue in 
which fanciful theories would be 
arrayed against incontrovertible 
principles. The failure of a finan- 
cial experiment in the Northwest is 
so familiar that it is unlikely that a 
majority of the people of the United 
States would so far forget them- 
selves as to prepare the way for a 
nation-wide disruption of business. 
In the cities there are numerous. 
windows in which are displayed for- 
tunes in foreign money (fortunes 
according to the face value) which 
may be had for the price of a meal. 
Some of it is so cheap that a room 
might be papered with it if the addi- 
tional cost of labor for handling 
such small units were not prohibi- 
tive. 


Read This Testimony 


At a meeting of agricultural in- 
terests in Washington the other day 
a resolution was adopted urging a 
wider acquaintance with the work of 
the Joint Agricultural Inquiry. 
The report of the hearings of this 
committee is one of the really im- 
portant government publications. 
Its educational value both to busi- 
ness men and agriculturists is high. 
It bristles with interest and, more- 
over, there is more of human nature 
in every one of its three or four 
volumes than in many of the “best 
sellers.” 


State Secretaries 


The following committees for the state 
secretaries section have been appointed 
by President W. B. Hughes. 

Insurance—George H. Richards, Chair- 
man, Minnesota; W. W. Bowman, Kan- 
sas; H. G. Huddleston, Tennessee. 

Protective—Robert E. Wait, Chairman 
Arkansas; Eugene P. Gum, Oklahoma, 
H. G. Smith, Kentucky. 

Simplified Income Tax Returns—W. F. 
Keyser, Chairman, Missouri; Frank 
Warner, Iowa; S. A. Roach, Ohio. 

Standardization of Forms—George D. 
Bartlett, Chairman, Wisconsin; Haynes 
McFadden, Georgia; Ee J. Welch, South 
Dakota. 

Public Education—C. F. Zimmerman, 
Chairman, Pennsylvania; E. J. Gallien, 
New York; W. A. Philpott, Jr., Texas. 


Sor 


Legal Topics of Current Interest 


New York Bank Tax Decision 


cember 12th, the New York 

Court of Appeals in People ex 
rel Hanover National Bank of the 
City of New York vs. Goldfogle, 
reviews and vacates an assessment 
of the stock of the bank for taxa- 
tion for the year 1921. Section 
5219 United States Revised Stat- 
utes, restricts State taxation of na- 
tional bank shares by a provision 
‘That the taxation shall not be at a 
greater rate than is imposed upon 
other moneyed capital in the hands 
of individual citizens in such state.” 
Section 24 of the New York 
Tax Law imposed a similar restric- 
tion applicable to shares of both 
state and national banks until re- 
pealed by Chapter 603 Laws of 
1922. 

The New York statute has, for 
some twenty years, imposed a flat 
tax of 1 per cent. upon the book 
value of bank shares. In 1919, as 


[- an opinion handed down De- 


By THOMAS B. PATON 


General Counsel 


part of a Program of Tax Reform, 
a personal Income Tax Law was 
adopted, which imposed an annual 
tax upon the net income of every 
resident of from 1 to 3 per cent. 
This Income Tax Law was intended 
as a substitute for the taxation of 
intangible personal property and 
such property generally was ex- 
empted, but the owners of bank 
shares were excluded from the ex- 
emption. The Court of Appeals 
holds that as the state imposed a 
tax on both bank shares and divi- 
dends, while it imposed a tax only 
on the income of other competing 
moneyed capital in the hands of 
private bankers and other individu- 
als (in the City of New York for 
the year 1921 such competing capi- 
tal, exempted from taxation ex- 
cept on income being nearly twice 
the total capital of state and national 
banks) such taxation was discrim- 
inatory and consequently invalid. 
The court further holds that even 
if it could be assumed by implica- 


Pending Amendment to Section 5219 U. S. 


HE present status with re- 

spect to proposed legislation 

amendatory of Section 5219 
U. S. Revised Statutes is as fol- 
lows: 

The Tax Commissioners of a 
number of states having caused to 
be introduced H. R. 9579 which 
would remove the present restric- 
tion of Section 5219 and permit 
the states to tax either the income 
or the shares of national banks at a 
rate not greater than that imposed 
upon state banks and trust compan- 
ies and also permit the states to 
tax, in addition the income from 
such shares, this bill after exhaus- 
tive hearings was rejected and the 
conclusions of the House Commit- 
tee were embodied in H. R. 11, 939 
which passed the House on June 14, 
1922. This latter bill retains the 
present restriction that the taxation 
shall not be greater than upon other 


‘writing (December 23) in 


moneyed capital in the hands of in- 
dividual citizens but adds “coming 
into competition with the business 
of national banks” and also con- 
tains the further provision that in 
“any state where a tax, in lieu of a 
property tax, is assessed upon the 
net income derived from such other 
moneyed capital, such state may, in 
lieu of a tax on the shares impose 
upon the bank an income tax, as- 
sessed upon the net income of the 
bank, but such tax shall not be at a 
greater rate than is assessed upon 
the net income of such other mon- 
eyed capital.” The bill also con- 
tains a retroactive provision legaliz- 
ing back taxes since January 1917 
but only to the extent that such 
taxes would be in accordance with 
the provisions of the amended law. 
H. R. 11,939 is at the present 
the 
hands of a subcommittee of the 
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tion that dividends on national bank 
stock were exempt from the income 
tax, nevertheless the tax on bank 
shares was discriminatory for an- 
other reason, namely the palpable 
inequality between the flat tax of 
1 per cent. on bank shares and the 
tax on net income only of other 
competing moneyed capital. 

The above decision holding il- 
legal and invalid the 1 per cent. bank 
tax, because of discrimination, will 
make illegal the taxation of the 
shares of both state and national 
banks for 1921 and the previous 
year. It will also apply to the 1922 
taxation of national bank shares, 
but not to the taxation of state bank 
shares for 1922, in view of the re- 
peal of Section 24 of the Tax Law, 
unless it could be contended that the 
inequality between the 1 per cent. 
taxation of state bank shares and the 
net income taxation of other com- 
peting moneyed capital was so dis- 
criminatory as to violate constitu- 
tional provisions. 


Revised Statutes 


Senate Committee on Banking and 
Currency to which also has been 
referred the Kellogg bill (S. 3695) 
introduced by request of the Tax 
Commissioners. The Kellogg bill 
follows the language of H. R. 11,- 
939 but changes the restrictive pro- 
vision so that the taxation of na- 
tional bank shares shall not be at a 
greater rate than is assessed upon 
other moneyed capital “employed in 
the business of banking”; and also 
changes the retroactive clause so 
that it would validate past taxation 
of national banks “if not greater 
than the taxation imposed for the 
same period upon banks, banking 
associations or trust companies.” 
The Kellogg bill has been op- 
posed by the Special Committee on 
Taxation of the American Bankers’ 
Association because, among other 
reasons, it would remove the pres- 
ent protective limitation of “other 
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moneyed capital” and enable the 
states to place banking capital in a 
class by itself for unlimited taxa- 
tion. Many efforts have been 
made to harmonize differences, and 
on December 18 and 19 all day 
conferences were held in Washing- 
ton between the members of the 
Bankers Special Committee on 
Taxation and representatives of the 
Tax Commissioners of ten states 
looking to possible agreement upon 
a limitation which would place 
banks and mercantile and manu- 
facturing corporations on the same 
basis of equality for purposes of 
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taxation. No agreement, however, 
could be reached and the legislative 
status remains with the pending 
bills in the hands of the Subcom- 
mittee of the Senate Banking and 
Currency Committee. 

Addenda: On January 4, 1923, the 
Senate Committee on Banking and Cur- 
rency reported an amendment to H. R. 
11,939, striking out all after the enact- 
ing clause and amending Section 5219 
U. S. Revised Statutes so as to permit 
the states to tax (1) the shares of na- 
tional banks or (2) include the dividends 
therefrom in the shareholder’s taxable 
income or (3) the net income of the 
bank—the taxation of any one of the 
above three forms to be in lieu of the 
others—provided the rate of taxation on 
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the shares is not higher than upon other 
moneyed capital employed in the business 
of banking and also shall not exceed the 
average of the rate applied to shares in 
mercantile, manufacturing or business 
corporations or in such of said corpora- 
tions as are taxed in the state and in 
case of taxation of the bank’s net in- 
come, the rate not to be higher than the 
highest of the rates imposed upon mer- 
cantile, manufacturing and/or financial 
corporations. Shares or net income 
owned by non-residents of the state 
must be taxed where the bank is located. 
Real estate of the bank is taxable lo- 
cally as other real property but the tax- 
ing value of the real estate must be de- 
ducted and in case of a state tax on the 
net income of the bank, the taxable in- 
come shall not include the income from 
the real estate so taxed. 


Returns for Decedents for Periods Less than Year 


veloped which is causing 

considerable concern to 
trust companies, banks and other 
executors and administrators of 
the estates of decedents. It grows 
out of the interpretation of Sec- 
tion 226 (c) of the Revenue Act 
of 1921 by the Internal Revenue 
Department as applicable to the 
income of decedents and the es- 
tates of decedents. 

The situation is in brief this: 
Under Section 226 (c) of the Rev- 
enue Law of 1921 as interpreted by 
the Internal Revenue Department, 
returns for decedents for a period 
less than a year must be made by 
placing the net income on an an- 
nual basis by multiplying the 
amount thereof by twelve, and di- 
viding by the number of months in- 
cluded in such period and the tax 
is computed on such annual basis 
as the number of months in such 
period is of twelve months. 

The law covering returns for less 
than a year was originally intended 
to apply to corporations and other 
tax payers who changed their ac- 
counting period from calendar to 
fiscal year and when it was amended 
in 1921 there was no intention of 
including decedents within the pro- 
visions. But literally it would seem 
to so provide, although there is 
room for difference of opinion on 
this point. 

The consequence is that in the 
case of every decedent whose in- 


A SERIOUS situation has de- 


come for the period of the year be- 
fore decease is much greater than 
the income of his estate for the bal- 
ance of the year, the executor is 
compelled to pay a much higher 
amount of tax than if the income 
for the whole calendar year was 
taken as a basis In the cases of 
some estates it amounts to virtual 
confiscation of the entire income. 
The amount involved runs into mil- 
lions of dollars. 

Take a concrete case: A lawyer 
dies at the end of February and has 
received net income as legal fees 
during the first two months of $10,- 
000. The income of his estate for 
the balance of the year is nothing. 
Following is a comparative calcula- 
tion on the new and the old basis: 


NEW BASIS. 


Net Income (2 mos.) 

Multiplied ae 12 

Divided by 2 

Less Exemption of $2,000 
Normal tax on 


$58,000 
Surtax on $60,000 


Total 
Tax 2/12 of year 


$4,480. 
8,110. 


590 
. $2,098.3 
OLD BASIS. 
Net Income decedent & 


estate 12 months 
Less Exemption 


Normal tax 
Surtax 


Total Tax 


The new basis proceeds on the 
theory that the amount of net in- 
come for two months will average 
the same throughout the year, 
which is absurd in the case of a de- 
cedent. There are cases where the 
amount of tax for the period during 
the decedent’s life is not equal to 
losses sustained by his estate during 
the balance of the year after his 
death, and where the tax exacted 
wipes out the entire income and is 
totally confiscatory. 

The Internal Revenue Depart- 
ment admit the injustice of apply- 
ing the law to decedents, but see no 
alternative and are willing to facili- 
tate the making of a test case in 
the courts or the enactment of 
amendatory legislation to remove 
decedents from the application of 
the law. 

A test case has been instituted to 
obtain a judicial decision upon the 
correctness of the interpretation of 
Section 226 (c) by the Internal 
Revenue Department as applicable 
to a decedent and upon the consti- 
tutionality of the law if so inter- 
preted. An amendment of the Rev- 
enue Act excluding the application 
of Section 226 (c) to the case of 
a decedent will also be urged in 
Congress. The Trust Company Di- 
vision has issued a pamphlet to its 
members which recites the situation 
in detail and copy of this may be ob- 
tained by application to the Deputy 
Manager of the Division, Leroy A. 
Mershon. 


. . $ 10,000 
. 120,000 
60,000 
. 58,000 
$8,000 
50. 
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Program of State Legislation 1923 


COMPREHENSIVE Pro- 

gram of State Legislation 

recommended by the 
American Bankers Association for 
enactment by the 43 legislatures 
which meet during 1923 where 
the recommended bills or satis- 
factory legislation on such sub- 
jects have not already been 
passed, has been issued by the 
Legal Department under the 
auspices of the Committee on 
State Legislation of the Associa- 
tion. Laws upon 23 subjects 
have been recommended as _fol- 
lows :— 


UNIFORM ACTS OF COMMISSIONERS ON 
UNIFORM STATE LAWS (Nos. 1-5) 


Uniform Negotiable 
Act. 
Uniform Bills of Lading Act. 
Uniform Warehouse Receipts Act. 
Uniform Stock Transfer Act. 
Uniform Fiduciaries Act. 


Instruments 


LAWS FOR BETTER PROTECTION OF BANKS IN 
PARTICULAR TRANSACTIONS (NOS. 6-17) 


6. Limiting Liability on Certified 
Check. 
Instruments Based on Gambling or 
Usurious Consideration. 
Time Limit on Stop Payment. 
Payment of Stale Check. 
Adverse Claim to Bank Deposit. 
Payment of Forged or . Raised 
Check. 
Deposits in Two Names. 
Deposits in Trust. 


14. Competency of Bank and Corpora- 
tion Notaries. 
15. Non-Payment of Check Through 


Error, 

16. Saturday Afternoon Bank Trans- 
actions. 

17. Forwarding Check Direct to Payor. 


FEDERAL RESERVE AND FOREIGN BANKING 
(Nos. 18-19) 


18. Membership of State Institutions in 
Federal Reserve System. 
Foreign Banking. 


PENAL LAWS (Nos. 20-23) 


False Statements for Credit. 
Slander and Libel of Bank. 
Checks or Drafts Without Funds. 
Burglary with Explosives. 


It is the function of the State 
Legislative Council, through its sub- 
committee in each state; to cooper- 
ate with the State Bankers Associa- 
tion in the promotion of such meas- 
ures as the latter organization de- 
cides are needed. The Program 
has been forwarded to all members 
of the State Legislative Council as 
well as to the Secretaries and mem- 
bers of Legislative Committees of 
State Bankers Associations. It con- 
tains a statement of the functions 
of the State Legislative Committee 
and State Legislative Council as de- 
fined by the By-Laws of the Ameri- 
can Bankers Association in connec- 
tion with the proposed legislation 


Association to Move Headquarters 


The American Bankers Association 
will remove its headquarters from 5 
Nassau Street to the eighteenth floor 
of the new Bowery Savings Bank 
Building, 110 East 42nd Street, New 
York, on May 1. In view of the pend- 
ing proposal for removal of the As- 
sociation’s offices from New York to 
Washington, D. C., which is under 
consideration by a special committee 
of twenty-five, a flexible contract has 
been arranged providing for a ten- 
year lease subject to cancellation by 
the Association at the expiration of 
the first year in the event removal to 
Washington should be determined 
upon. 

The new space, which occupies the 
.entire top floor of the Bowery Sav- 
ings Bank Building, is particularly 
advantageous for the purpose of the 
Association. The present quarters 
have seriously cramped needed ex- 
pansion of facilities for the working 
headquarters staff, but under the new 
arrangements ample room, with light 
and air from all sides, will be afforded 
and make possible a more efficient 


handling of the rapidly growing ac- 
tivities of the organization concen- 
trated at the national head office. 


This location is also particularly 
suitable for the central office of a 
national organization as it is at the 
focus of transportation and hotel fa- 
cilities in New York City. It is al- 
most oppostie the Grand Central 
Terminal and is surrounded by great 
hotels such as the Commodore, where 
the recent annual convention of the 
Association was held, the Biltmore, 
the Belmont and others; while the 
Pennsylvania terminal and also the 
other leading hotels are within con- 
venient distance. New York’s sub- 
way system also has its main focus 
at this point. 


The new headquarters, furthermore, 
will also be near the heart of the new 
up-town banking district that has 
been created in this section during the 
last few years through the location of 
many banks here and the establish- 
ment of branches by several of the 
large down-town institutions. 


and an outline of the procedure to 
be followed in each state. The 
Program also contains a list of the 
states whose legislatures hold ses- 
sions in 1923, with the date they 
convene and the limit of the session, 
if any. Also a list showing the 
status of the recommended legisla- 
tion in every state, namely, whether 
the state is (1) without the recom- 
mended law (2) has already 
adopted the recommended draft in 
its entirety or (3) in modified form 
or (4) has a law on the subject dif- 
ferent from the recommended 
draft. The Program also contains 
drafts of the recommended bills 
showing under each subject the 
states that have not yet enacted any 
law thereon or that have legislation 
in the recommended or some modi- 
fied or some different form with 
reference in each case to the code or 
compilation in which the law, if 
any, appears. The bills on each of 
the subjects are also accompanied 
with a statement of the underlying 
reasons which make their enact- 
ment desirable or necessary. The 
program is contained in a pamphlet 
of 52 pages and those of our mem- 
bers who are interested in the pro- 
motion of the recommended legisla- 
tion can obtain a copy by writing 
the office of the General Counsel at 
5 Nassau Street, N. Y. City. 


Par Collection 


In the article published in the De- 
cember 1922 JourNAL, page 432, 
containing full text of the decision 
of the United States Circuit Court 
of Appeals, in American Bank and 
Trust Co. v. Federal Reserve Bank 
of Atlanta, there was published 
among the findings of the District 
Court, No. 7, the correct reading of 
which is as follows :— 

“The evidence is not sufficient to 
sustain any charge in the bill that 
the Federal Reserve Bank was act- 
ing illegally or exercising any right 
it had so as to oppress or injure the 
plaintiff banks.” 

By a typographical error, this was 
made to read “the evidence is suffi- 
cient” and correction is here made, 
although the context clearly indi- 
cates the true meaning. 
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Restrictive Indorsement on Mu- 
nicipal (Bearer) Bond 


A bank, owner of municipal 
bearer bonds, stamps thereon:— 
“This bond is registered upon the 
books of the Farmers Loan and 
Trust Company and is non-negoti- 
able except through the books of the 
company.” Question is raised 
whether the registered owner would 
be protected aainst loss by theft. 
Opinion:—At common law, the 
holder of bearer paper could not 
restrict its negotiability by special 
indorsement and the Negotiable In- 
struments Act has seemingly incon- 
sistent rules on the subject. While 
the restrictive indorsement might 
afford protection to the registered 
owmer in case of loss or theft, some 
doubt will remain until the courts 
interpret the provisions of the Ne- 
gotiable Instruments Act and pro- 
vide more clear and definite rules 
governing the restriction of bearer 
paper by special or restrictive in- 
dorsement and the effect of such 
character of indorsement as notice 
of defect of title in a holder negoti- 
ating by delivery. 

From Iowa—If a bank or trust com- 
pany, stamps on the back of an ordinary 
municipal bond issued to bearer, the 
following: 

“This bond is registered upon the 
books of the Farmers Loan and Trust 


Company and is non-negotiable except 
through the books of the company.” 


Would the registered owner be pro- 
tected against loss by theft or otherwise? 

The question raised is whether, 
in the absence of authorizing stat- 
ute, a bank or trust company, owner 
of municipal bonds payable to 
bearer, which attempts to restrict 
their negotiability by stamping on 
back a requirement of registering on 
the books of the bank, so that there- 
after, the bonds shall be transfer- 
able only by indorsement of owners 
registered on the books, can thereby 
protect the registered owner in case 
of loss of the bonds by theft or 
otherwise. As far back as 1871 the 
New York Legislature (Chapter 
81 L, 1871; Ch 595,L,.1873) in order 
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to provide a method by which the 
owner of corporate or municipal 
bonds payable to bearer, could in the 
absence of a statute protect his own- 
ership in case of loss or theft, 
enacted a law which has been in- 
corporated without change into the 
Negotiable Instruments Act of New 
York as follows: 

“Section 332. The owner or 
holder of any corporate or munici- 
pal bond or obligation (except such 
as are designated to circulate as 
money, payable to bearer), hereto- 
fore or hereafter issued in and pay- 
able in this State, but not registered 
in pursuance of any State law, may 
make such bond or obligation, or 
the interest coupon accompanying 
the same, non-negotiable, by sub- 
scribing his name to a statement in- 
dorsed thereon that such bond, obli- 
gation or coupon is his property ; 
and thereon the principal sum 
therein mentioned is payable only to 
such owner or holder, or his legal 
representatives or assigns, unless 
such bond, obligation or coupon be 
transferred by indorsement in 
blank, or payable to bearer, or to 
order, with the addition of the as- 
signer’s place or residence.” 


This statute, it is seen, does not 
provide for registering on the books 
of any corporation but simply en- 
ables the owner to indorse on the 
bond a statement that it is his prop- 
erty, the effect of which is to make 
it payable only to him, unless he 
subsequently transfers it by indorse- 
ment in blank or to bearer or to or- 
der. 


In Iowa, there is no such statute 
and to accomplish the same object, 
I presume, it is sought in the case 
presented to provide by indorsement 
on the municipal bearer bonds, a 
system of registering on the books 
of a bank which will make them 
non-negotiable except through the 
books and thus protect the regis- 
tered owner in case of loss or theft. 
Is such indorsement effective to ac- 
complish this object ? 


At common law, the rule was es- 
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tablished by the courts that no sub- 
sequent holder could restrain the ne- 
gotiability of a bearer instrument by 
placing a special indorsement there- 
on making it payable to a particular 
person. Smith v. Clarke, 1 Esp. 
180; Walker v. MacDonald, 2 Exch. 
527; Johnson v. Mitchell, 50 Tex. 
212. 

The mercantile understanding be- 
ing to the contrary, the English 
Bills of Exchange Act, the provi- 
sion being followed in the American 
Negotiable Instruments Act, sought 
to abrogate this rule by the inclu- 
sion in the statutory definition of 
bearer paper, of a provision that the 
instrument is payable to bearer 
“when the only or last indorsement 
is an indorsement in blank.” See 
English Bills of Exchange Act Sec. 
8 (3) Neg. Inst. Act Sec. 9 (5). 

At the same time, the Negotiable 
Instruments Act somewhat inconsis- 
tently perpetuated the common law 
rule by the enactment of Section 40 
which provides: 

*Where an instrument, payable 
to bearer, is indorsed specially, it 
may nevertheless be further negoti- 
ated by delivery; but the person in- 
dorsing specially is liable as in- 
dorser to only such holders as make 
title through his indorsement.” 


There has been considerable ex- 
pert controversy over the exact in- 
terpretation of these two sections of 
the Negotiable Instruments Act. 
The advocates of consistency con- 
tend that Section 40 is intended to 
apply only to instruments on the 
face payable to bearer and does not 
apply, but Section 9 (5) applies 
where the instrument is payable to 
order and indorsed in blank. In 
other words, that the common law 
rule that the holder of bearer paper 
cannot restrain its negotiability by 
subsequent special indorsement still 
applies where the instrument is on 
its face payable to bearer and has 
only been abrogated where the in- 
strument is on its face payable to or- 
der and has subsequently been made 
payable to bearer by indorsement in 
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blank. In such latter case, the spe- 
cial indorsement would control the 
prior blank indorsement and the in- 
strument would no longer be pay- 
able to bearer nor negotiable by de- 
livery because the only or last in- 
dorsement would not be in blank. 
On the other hand, the advocates of 
inconsistency contend that the mer- 
cantile understanding that if an in- 
strument payable to bearer is in- 
dorsed specially, the indorsement of 
the special indorsee should be nec- 
essary for negotiation and the paper 
is no longer payable to bearer, ap- 
plies equally to instruments on their 
face payable to bearer and to those 
payable to order and indorsed in 
blank and that the convenience of 
the holder in being able to restrict 
negotiation by a special indorsement 
is as desirable in the one case as in 
the other ; they contend that the two 
sections are inconsistent and that 
Section 4@ should be repealed. 

So far as I know, the courts have 
not been called upon to pass upon 
these conflicting rules by interpreta- 
tion. Even should it be held that the 
common law rule that the holder of 
bearer paper cannot restrict its ne- 
gotiability by special indorsement is 
perpetuated by Section 40 so far as 
it applies to instruments on their 
face payable to bearer, there is pos- 
sibility that a distinction might be 
drawn between the case of a holder 
in good faith and a holder with no- 
tice; that is to say, should A’s note 
payable to bearer be indorsed speci- 
ally by B to C and C transfer it by 
delivery to D and D to E, the latter 
might be held entitled to recover as 
bearer against the maker without 
proving title through B’s special in- 
dorsement, whereas should C lose 
the instrument by theft and D obtain 
it and negotiate it to E by delivery, 
it might be held that the special in- 
dorsement was plain notice and put 
the purchaser on inquiry of a defect 
of title in D which would deprive 
him of the status of a holder in due 
course. On the other hand, it might 
be held that as, under Section 40, 
the instrument was transferable by 
delivery, notwithstanding specially 
indorsed, the existence of the special 
indorsement did not constitute no- 
tice of defect in D’s title. 


Coming to the case presented, the 
Negotiable Instruments Act applies 
to municipal bonds. Borough of 


Montvale v. Peoples Bank, 74 N. J. 
Law, 464 

In the present case, the municipal 
bonds are payable to bearer and the 
purport of the indorsement is to re- 
strict negotiability from hand to 
hand by mere delivery and confine 
it to holders registered on the books 
of the company. The form of in- 
dorsement suggested does not come 
literally within the definition of a 
special indorsement as defined by 
the Act which provides that “a spe- 
cial indorsement specifies the person 
to whom or to whose order the in- 
strument is payable and the indorse- 
ment of such indorsee is necessary 
to the further negotiation of the in- 
strument.” Nor does it come liter- 
ally within the definition of a re- 
strictive indorsement as one which 
“prohibits the further negotiation of 
the instrument.” The indorsement 
in the present case does not specify 
a person as payee and does not pur- 
port to entirely restrict negotiabil- 
ity, but aims to confine it to holders 
registered on the books of the bank. 
It is more in the nature of a notice 
that the bearer instrument in ques- 
tion has been registered by the 
owner on the books of the bank and 
the holder restricts its further ne- 
gotiability except as _ provided, 
namely, by transfer by registered 
owners on the books of the bank. 


Should such a bond be lost or 
stolen and negotiated by the thief or 
finder to a purchaser for value, the 
question would be whether the com- 
mon law rule that the holder cannot 
restrain the negotiability of a bearer 
instrument as codified in Section 40 
of the Negotiable Instruments Act, 
would entitle the purchaser to en- 
force it free from equities of the 
prior owner and free from any duty 
of inquiry by reason of the restrict- 
ed indorsement; or whether he 
would be held to have a defective 
title because the indorsement would 
constitute plain notice of ownership 
in one other than the negotiating 
holder and put him on inquiry and 
also because the instrument would 
not fall within the definition of 
bearer paper, under Section 9 (5) 
of the Negotiable Instruments Act, 
neither the only nor the last indorse- 
ment being in blank. 

It may be that such an indorse- 
ment would afford protection to the 


registered owner in case of loss or 
theft but until the courts announce 


definite rules in the. interpretation 
and harmonization of Sections 9 
(5) and 40 of the Negotiable In- 
struments Act, the foregoing dis- 
cussion would indicate that the ques- 
tion is not free from doubt. This 
is emphasized by the fact that the 
legislature of New York years ago 
deemed it necessary to enact a spe- 
cial statute to enable the holder of a 
municipal bearer bond to make an 
indorsement thereon which would 
protect him in his right to the in- 
strument in case of its loss. 


Raised Government Pay Check 


A bank which cashes and collects 
a Government pay check is obliged 
to refund the amount to the Trea- 
sury Department where the check is 
shown to have been raised, notwith- 
standing over four months have 
elapsed between time of payment 
and notification of the forgery. 


From South Carolina:—On June 3, 
we forwarded for collection through the 
Bank, of Baltimore a Govern- 
ment pay check. On October 16 we 
are advised by this bank that the check 
has apparently been raised and they ask 
us to instruct them to refund the amount 
to the Treasury Department. We ad- 
vise them not to charge check back to 
our account. We hold the position that 
having not been advised as to any ir- 
regularity and a period of over four 
months having elapsed, we are not now 
responsible. We would appreciate a 
statement of opinion from you and also 
advice as to steps to pursue in case the— 
Bank does charge this amount back to 
our account. 


The Supreme Court of the United 
States has held in U. S. v. National 
Exchange Bank, 29 Sup. Ct. Rep. 
665 that the Government could re- 
cover money paid upon forged in- 
dorsements of pension checks not- 
withstanding unreasonable delay in 
giving notice after the discovery of 
the forgery. The same rule would 
apply to payment by the Govern- 
ment of a pay check which had been 
raised in amount. The Government 
would have a right to recovery of 
the excess paid, notwithstanding 
four months delay in giving notice 
and the Baltimore bank, if it re- 
funded the amount to the Govern- 
ment, would have right of recourse 
upon your bank. Your bank in turn 
would have recourse upon the per- 
son from whom you received the 


check. 


The course for your bank to pur- 
sue therefore in case the Baltimore 
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bank refunds the amount to the 
Government and charges it back to 
your account, is to accept the charge 
back and look for reimbursement to 
the person from whom you received 
the raised check. I assume of 
course that the check has actually 
been raised. 


National Bank As Insurance 
Agent 


National banks where the popu- 
lation does not exceed 5,000 are 
given statutory power to act as 
agent for fire, life or other insur- 
ance companies but except as thus 
authorized, there 1s no express or 
implied power to conduct an insur- 
ance agency business. 


From Indiana:—Can a national bank 
located in a city of 25,000 population 
operate a fire insurance agency depart- 
ment? Some of our state competitors 
are putting in new departments not only 
as agents for fire insurance companies 
but for real estate and loan business and 
for selling steamship tickets. This bank 
now has an opportunity to acquire on 
favorable terms a fire insurance agency 
business and would operate same as a 
separate department provided we have 
the power to do so. 


Section 13 of the Federal Reserve 
Act as amended by Act of Septem- 
ber 7, 1916 gives power to nation- 
al banks in places where the popu- 
lation does not exceed 5,000 to act 
as agent for any fire, life, or other 
insurance company authorized to do 
business in the state, by soliciting 
and selling insurance, collecting pre- 
miums on policies and charging fees 
or commissions. 

On January 13, 1915 the Counsel 
of the Federal Reserve Board ren- 
dered an opinion that except as au- 
thorized above, national banks have 
no express or implied power to 
write fire, cyclone, liability or other 
kinds of insurance or to receive the 
profits from insurance contracts 
entered into by its officers. 

It would seem from the above 
that your bank would have no 
power to act as fire insurance agent 
or conduct a fire insurance agency 
department unless the _ present 
Comptroller of the Currency, in 
view of the competition of state in- 
stitutions. should take a more liberal 
view of the law as to the implied 
powers of national banks. 


Visitorial Powers of Internal 
Revenue Inspectors 


Under the Revenue Act of 1921 
National Bank Officers are probably 
required to give io Internal Revenue 
Collectors or agents the necessary 
information as to private accounts 


of customers in connection with the 


making of returns of such custom- 
ers and would not be protected by 
the provisions of Section 21 of the 
Federal Reserve Act which limits 
visitorial powers. 


From Ohio:—Are we (a_ national 
bank) required to give information to 
United States Revenue Inspectors in re- 
gard to our private customers accounts? 
We have supposed that it was our duty 
or at least our privilege to refuse any 
information about our private accounts 
to any one except national bank exam- 
iners or a court to which we were legal- 
ly called for testimony, but these Rev- 
enue Inspectors appear to think other- 
wise. 


I am inclined to think that the 
officers of a national bank would be 
obliged to give any Revenue Agent 
or Inspector such information as to 
the private account of a customer as 
might be necessary to determine 
whether he had made a correct re- 
turn. Sec. 1308 of the Revenue 
Act of 1921 provides: 


. “Sec. 1308. That the Commis-- 


sioner, for the purpose of ascertain- 
ing the correctness of any return or 
for the purpose of making a return 
where none has been made, is 
hereby authorized, by any reve- 
nue agent or inspector designat- 


ed by him for that purpose to’ 


examine any books, papers, records, 
or memoranda bearing upon the 
matters required to be included in 
the return, and may require the at- 
tendance of the person rendering 
the return or of any officer or em- 
ployee of such person, or the at- 
tendance of any other person hav- 
ing knowledge in the premises, and 
may take his testimony with refer- 
ence to the matter required by law 
to be included in such return with 
power to administer oaths to such 
person or persons.” 

Section 3165 of the 
Statutes provides: 

“Sec. 3165. That every collector, 
deputy collector, internal revenue 
agent and internal revenue officer 
assigned to duty under an internal 
revenue agent is authorized to ad- 
minister oatlis and to take evidence 
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touching any part of the administra- 
tion of the internal revenue laws 
with which he is charged, or where 
such oaths and evidence are author- 
ized by law, or regulation author- 
ized by law to be taken.” 

Section 21 of the Federal Re- 
serve Act provides: 

“No bank shall be subject to any 
visitorial powers other than such as. 
are authorized by law, or vested in 
the courts of justice or such as shall 
be or shall have been exercised or 
directed by Congress or by either 
House thereof, or by any committee. 
of Congress, or of either House 
duly authorized.” 

Early in the history of the Na- 
tional Bank Act it was held in U. S, 
v. Parkhill, 27 Fed. Cas. No. 15994, 
that visitorial powers were not con- 
ferred upon internal revenue officers, 
under Rev. St. Sec. 3177, whereby 
they would be authorized to exam- 
ine the checks of a national bank. 
Sec. $177 authorized any collector. 
or inspector to enter any building 
or place where articles or objects. 
subject to tax were made, produced 
or kept, so far as might be neces- 
sary for the purpose of examining 
said articles or objects. 

On the -other:hand in U. S. v. 
Rhawn, 27 Fed. Cas. No. 16150 and 
U. S. v. Mann, 95 U. S. 580 it was, 
held that national banks have no 
right to refuse permission to an in- 
ternal revenue officer or agent act- 
ing under Sec. 3177 to examine the 
notes in its possession to see if they 
were properly stamped and that the 
bank was not. exempt because of 
Sec. 5241 Rev. Stats. limiting visi- 
torial powers to the Comptroller of 
the Currency and the courts. 

The present statute however, Sec, 
1308 Revenue Act of 1921 above 
cited authorizes any agent or inspec- 
tor to examine under oath any per-. 
son having knowledge concerning: 
matters required to be included in 
the return of another person and I 
am inclined to think that national 
bank officers would be held required 
to give the necessary information 
as to private accounts of customers. 
in connection with the making of 
returns of such customers and 
would not be protected by the pro- 
visions of Sec. 21 of the Federal 
Reserve Act which limits visitorial, 
powers. 


‘ 
4 
| 


RECENT DECISIONS 


Forcep CuHEcKS—DRAWEE May RECOVER 
Amount Pai on Forcep CHECK TO 
Person AT Favutt UNLESS 
Guitty oF More THAN 
MeErE FAILURE To REc- 

OGNIZE SIGNATURE— 

GEORGIA 


A check for $322.60 was drawn 
payable to “Cash or order” with the 
maker’s signature forged thereon. 
This check was cashed by a man at 
the Third National Bank of Colum- 
bus, Ga., who presented it to the 
Merchants’ & Mechanics’ Bank of 
Columbus, Ga., the drawee, where it 
was paid under a mistake of fact as 
to the genuineness of the paper. Fhe 
drawee bank states that the check was 
drawn with the business and name of 
the alleged maker printed thereon 
and that the forgery was a clever 
imitation of the supposed maker. It 
also states that these facts coupled 
with the fact of its presentation by 
the holder bank with its indorsement 
tended to mislead the drawee bank 
into paying the check. The drawee 
bank brings suit for recovery, stat- 
ing that the defendant bank was neg- 
ligent in aiding the cashing of the 
forged check in that it should have 
made inquiry of the alleged maker 
and that it should have inquired as 
to the ownership of the indorser who 
presented the check because he was 
a man known to be of doubtful re- 
liability. It is also alleged that the 
defendant bank should have made in- 
quiry because of the suspicious cir- 
cumstance that it was unusual for 
a check of so large an amount to be 
drawn payable to “Cash or order.” 


The Court allowed the drawee bank 
to recover on the theory that in this 
case it had the right to presume that 
the holder bank in paying the check 
had made due and proper inquiry 
concerning any attendant circum- 
stances of suspicion. The Court said 
“This case is controlled by the rul- 
ing made by the Supreme Court in 
Woods v. Colony Bank, 114 Ga. 683 
(2), 40 S. E. 720, 56 L. R. A. 929, as 
follows: ‘The rule that a drawee is 
presumed to know his drawer’s sig- 
mature, and hence cannot recover 
back money paid through a mistake 
of fact upon a bill to which the 
drawer’s signature was forged, is not 
available in favor of a holder who 
by his own negligence contributed to 
the success of the fraud practiced, 
and whose conduct had a tendency to 
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HE rule that a drawee bank is 

bound to know the signature 
of its depositor and must at its 
own risk detect a forgery before 
paying a check, does not apply in 
Georgia where the bank which 
cashed a check in the first in- 
stance by its own negligence 
contributed to the success of the 
fraud. 


HERE the buyer tendered 

checks in payment of twenty 
cows which the seller agreed to 
deliver, he is entitled to time to 
get cash on the seller refusing 
the checks. 


CCORDING to a New York 

decision, Daylight Saving Time 
becomes the new “Standard” Time 
in the locality which adopts this 
change. 


N a contract with a bank direc- 

tory company allowing a bank to 
cancel at the end of the first year, a 
cancellation eight davs after the 
time stipulated for the exercise of 
such right was held ineffective. 


A CHECK was given in a trans- 
action concluded at night and 
the drawer stopped payment the 
next morning before the bank 
opened. A holder in due course 
cashed it a month later and was al- 
lowed to recover from the drawer. 


ATIONAL banks are forbidden 

to exercise trust powers and to 
do a fiduciary business in Rhode 
Island. 


HEN a drawee bank in an- 

swer to a telegram answers 
“Yes, Myhre’s check is good for 
$10,000,” this does not amount to 
an acceptance for want of “abso- 
lute promise to pay.” 


mislead the drawee, who was himself 
free from fault’.”. Third National 
Bank of Columbus, Ga., v. Merchants’ 
& Mechanics’ Bank of Columbus, Ga., 
113.8. 229. 
Note: In many 
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states where the 


Negotiable Instruments Law has been 
passed, this Act which provides that 
the acceptor admits the existence of 
the drawer and the genuineness of 
his signature, has been held to codify 
the old rule in Price v. Neal, 3 Bur- 
roughs, 1355, which holds that the 
drawee bank is bound to know the 
signature if its depositor and must 
at its own risk detect a forgery be- 
fore paying a check. This, however, 
has been denied in Pennsylvania in 
Union National Bank v. Franklin 
National Bank, 94 Atl. 1085. It is to 
be noted that the Negotiable Instru- 
ments Law has not yet been passed 
in Georgia. 


SaLeEs—Buyer Is EnritLep To TIME TO 
Get CasH ON SELLER REFUSING 
CHECK—TENNESSEE. 


On Monday, March 15th, 1920, plain- 
tiff went to defendant’s farm and con- 
tracted to purchase from him twenty 
dairy cows for $75 each. An initial pay- 
ment of $25 was made to the defendant, 
who issued a receipt which stated in 
part “Received $25, part payment on 
cows to be delivered March 16th, 1922.” 
On Tuesday, March 16th, the plaintiff 
tendered the defendant four checks in 
full payment, but the defendant de- 
clined to accept them and stated that 
he wanted cash by sundown or the 
trade was off. 

The defendant admitted that the 
checks were good, and several witnesses 
testified that the defendant declined to 
accept them because he had received a 
better offer for his cows. At the time 
the checks were refused the bank had 
closed for the day and it was not until 
the following morning that the plain- 
tiff tendered the cash, when the defend- 
ant again declined to sell. 

There was no agreement as to how 
the cows were to be paid for, whether 
in cash or by check. Neither was 
there any provision in the receipt, or 
any verbal agreement, that time was 
to be of the essence of the contract. 

The court decided in favor of the 
plaintiff, stating that the contract did 
not require that the price was to be 
tendered on the day of delivery, there 
being nothing to indicate that the sel- 
ler would have suffered loss, injury 
or inconvenience by a day’s delay, or 
that the cows had depreciated in value. 
When the seller refused the checks on 
the day of delivery, the buyer was en- 
titled to time to procure the money. 
Farris v. Ferguson, 242 S. W. 873. 
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DayLicHt SAvinG TIME ADOPTED IN A 
GivEN LocaLity BEcoMES THE NEW 
“STANDARD” TIME FOR THAT 
PiracE—New York 


A summons and complaint was 
served on one Nellie Kenfick at 12:15 
a. m., (daylight saving time) Sun- 
day, September 11th, 1921, and the 
Court set aside the service on the 
ground that it took place on Sunday. 
It was urged, however, by the plain- 
tiff that the service was good for 
the reason that 12:15 a. m., Sunday, 
September 11, daylight saving time, was 
11:15 p. m. Saturday, September 10, 
1921, standard time, which is estab- 
lished by the General Corporation Law 
of New York. 

The legislation, however, amended 
this law, giving power to municipali- 
ties to fix the standard time by ad- 
vancing the time one hour during the 
period between the last Sunday in 
March and the last Sunday in Oc- 
tober. 

The Court held that the amend- 
ment does not authorize the adoption 
of a different time from the standard, 
but that in those localities which 
adopted the change, standard time 
shall be different; and where the law 
prescribes that any act shall be per- 
formed according to the standard 
time, it means the standard time in the 
locality where the act is to be per- 
formed. Briegel v. Day, et al, 195 
N. Y. S., 295. 

Note: This decision, while refer- 
ring to the service of process, may 
be of interest to banks since it is ap- 
plicable to certain acts which a bank 
may be called upon to perform. 


CANCELLATION OF CONTRACT FOR BANK 
Directory E1cHt Days Over TIME 
STIPULATED FOR EXERCISE OF 
Sucw Ricut Hep InNer- 
FECTIVE—TEXAS 


A bank agreed to pay a directory com- 
pany $15 a year for a_ subscription 
to a bank directory and a listing of its 


name and certain data therein in ex-.- 


clusion of other local banks, for five 
years, with privilege of cancellation by 
the bank “at the end” of the first year. 
This privilege was reserved in the con- 
tract at the instance of the bank. The 
bank had forgotten the terms of the 
contract until demand of payment was 
made upon it for the second subscription. 
An attempt was made to cancel the con- 
tract eight days after the end of the 
first year. ‘The company refused to 
permit the cancellation because not done 
within the terms of the contract, and 
brought suit to recover $600 for the 
unpaid subscription for the remaining 
four years. 

The question raised by the court was: 
“Did the bank cancel the contract within 
the terms, meaning and spirit of the 
contract?” 

The court held that the attempt to 
cancel the contract was ineffective, stat- 
ing that the privilege was solely for the 
benefit of the bank, and that the direc- 
tory was under no duty to ascertain the 
bank’s intention to cancel. Farmers & 
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Mechanics National Bank v. Central 
Guaranty Co., 241 S. W. 600. 


Note—This decision furnishes an excellent 
object lesson to banks dealing with directory 
companies, not to forget the terms of the con- 
tract signed oy them. Such forgetfulness 
works a hardship on the bank which in all 
probability it had no intention of suffering. 


SroppiInc PAYMENT oF CHECK—HOLDER 
IN DuE CoursE—KANSAS 


A check drawn on a bank in Wichita, 
was given in a transaction concluded at 
night, and the drawer stopped 1 yment 
the next morning, before the bank opened 
for business. Payment was stopped be- 
cause consideration of the check failed. 
The check was not presented for pay- 
ment by the payee. He remained in 
Wichita for several days, and was ac- 
cessible to the maker, who knew where 
he was, but who took no steps to ob- 
tain possession of the check. The check 
was dated October 20, 1919, and on 
November 14 it was cashed at Salina, by 
a purchaser who had no knowledge of 
the failure of consideration. When the 
check was presented for payment, pay- 
ment was refused. 

An action was brought by an indorsee 
of the check to recover from the drawer. 
The plaintiff prevailed, and the de- 
fendant appeals. The opinion was de- 
livered by 

Burch, J.: “The law of the 
case is simple enough. A check is a 
bill of exchange, drawn on a bank, pay- 
able on demand. (Neg. Inst. Act, Sec. 
192, Gen. Stat. 1915, Sec. 6713.) <A 
check must be presented within a reas- 
onable time after issue, or the drawer 
will be discharged from liability thereon 
to the extent of loss caused by the de- 
lay. (Neg. Inst. Act, Sec. 193; Gen. 
Stat. 1915, Sec. 6714.) This was the 
law before passage of the Negotiable 
Instruments Act. (Gregg v. George, 16 
Kan. 546; Mordis v. Kennedy, 23 Kan. 
409; Anderson v. Rodgers, 53 Kan. 542 
36 Pac. 1067; Noble v. Doughten, 72 
Kan. 336, 345, 83 Pac. 1048; Cox v. Bank, 
73 Kan. 789, 85 Pac. 762.) 

“Under section 196 of the Negotiable 
Instruments Act, a check does not 
amount to an assignment of funds. 
(Gen. Stat. 1915, Sec. 6717.) A check, 
however, may properly be regarded be- 
tween the parties as something of an ap- 
propriation to the payee of so much 
money on deposit in the bank, which the 
payee may obtain by calling for it. 
(Gregg v. George, supra,) Should the 
payee delay presentment, and should the 
bank fail, the loss falls on the payee. 
Should the drawer have no funds on 
deposit to meet the check, or should he 
withdraw his deposit before present- 
ment, he can suffer no injury by delay 
in presentment, and is not discharged. 
(Anderson v. Rodgers, supra.) Stop- 
ping payment is equivalent to withdraw- 
ing the deposit. The drawer of a check 
is principal debtor, the person primarily 
liable, and, unless he suffers loss by de- 
lay, is not discharged if the check be 
presented within the time prescribed by 
the statute of limitations. Negotiation 
of a check as a bill of exchange is one of 
the privileges of the payee, and the 
drawer does not suffer loss, within the 
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meaning of the Negotiable Instruments 
Act, by the fact that the payee chooses 
to transfer the paper, instead of present- 
ing it for payment himself. In this in- 
stance, the defendant did not suffer loss 
because of delay in presenting the 
check. 

“If a check be negotiated to an inno- 
cent purchaser, it stands on the same 
footing as other negotiable paper with 
respect to defenses the drawer may in- 
terpose when sued on the instrument. 
For purpose of negotiation, a check is 
not ‘due’ until presented for payment 
(Cox v. Bank, supra.), and one who ac- 
quires an unpresented check a consid- 
erable time after it was issued, may 
nevertheless be a holder in due course. 
(Ball v. Bank of Kasson, 123 U. S. 105 
111.) Section 60 of the Negotiable In- 
struments Act (Gen. Stat. 1915, Sec. 
6580) requires that the time shall not 
be unreasonable. What is a reasonable 
time depends on a variety of facts and 
circumstances. (Neg. Inst. Act, Sec. 4, 


Gen. Stat. 1915, Sec. 6524; Investment 
Fuller, 105 Kan. 395, 184 Pac. 


“Did the lapse of twenty-four days 
from the date the check was issued, 
without more, necessarily give to it, in 
the eyes of the plaintiff, or in law, the 
same appearance as that of a dishonored 
draft, or of an overdue and unpaid 
promissory note? 

“No question arises with reference to 
solvency of the bank, or liability of 
parties other than the maker, or the 
statute of limitations. It is perfectly 
true that a check is ordinarily to be re- 
garded as an instrument for present 
use; but the Negotiable Instruments Act 
did not declare that a check is due at 
once, or that it must be presented, or 
put in course of collection, by the close 
of business on the next business day 
after issue. A check is not overdue for 
purpose of negotiation, unless there has 
been unreasonable delay in presenting it, 
and unreasonable delay must be inter- 
preted to mean such delay as to make 
the check obviously stale. 

“The facts are all before the court. 
It is essential to uniformity that the 
court itself should determine questions 
of this character, and the court holds 
that the time elapsing between the issu- 
ing of the check and its negotiation did 
not deprive the plaintiff of the rights of 
a holder in due course. 

“The proof was uncontradicted that 
the plaintiff had no notice of infirmity in 
the instrument, and the circumstances 
under which he acquired it had no ten- 
dency to indicate bad faith. (Neg. Inst. 
Act, Sec. 63, Gen. Stat. 1915, Sec. 
6583.) 

“The judgment of the district court is 
affirmed.” 

Anderson v. Elem, 111 Kan. 713. 


Nationa, Banxs Fipuctary 
Business IN RuopeE IN 
CONTRAVENTION OF STATE OR 
Loca, LAw—RuopeE IsiAnpD 


The Federal Reserve Act, Sec. 2 (U. 
S. Comp. St. Ann. Supp. 1919, Sec. 
9794), allows national banks to act in a 
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TRUST COMPANY DIVISION 


Retrospect and Prospect 


ANUARY, as its name indicates, is 

a time for looking backward and 

forward. It is a time for taking 

stock and appraising values. It is, 
therefore, an opportune time to briefly 
review the work of the Trust Company 
Division, as it strives to serve the trust 
companies of the United States and to 
invite suggestions for the extension of 
these efforts. 

Of foremost importance in its influence 
upon all phases of our work is legisla- 
tion—both federal and state. Nearly 
every other branch of work coming with- 
in the proper scope of the division’s 
activities is influenced to a greater or 
lesser degree by legislation. Taxation 
levied through the Federal Revenue Act, 
as well as legal enactments in different 
states, must necessarily receive major 
consideration as it so vitally affects the 
conduct of the business of corporate 
fiduciaries. A notable instance in this 
respect is found in Section 226 (c) of 
the Federal Revenue Act of 1921, re- 
quiring estates of decedents to compute 
the tax of the decedent upon an annual 
basis instead of upon the actual income 
to the date of death. Legislation, as 
well as litigation, referred to at greater 
length in this issue of the Journal, has 
required and will continue to require the 
most careful attention of the Division. 
With forty-one state legislatures meeting 
in 1923 and the past tendency to intro- 
duce in state legislatures numerous bills 
which seriously affect the business of 
trust companies, we are led to believe 
that much work must be done in the new 
year in properly directing the course not 
only of bills affecting the interests of 
trust companies adversely, but those 
which will also prove of benefit to the 
fiduciary and the clients that it serves. 

The growing need for ascertaining 
costs and their relation to charges has 
received much attention. Constantly 
changing conditions and circumstances 
will undoubtedly influence the revision of 
charges for trust service, particularly in 
connection with the schedules published 
by the Committee on Standardization of 
Charges. These schedules have been a 
very important factor in determining 
proper charges to be made by different 
institutions throughout the country and 
have been accepted in whole or in part 
in the preparation of schedules compiled 
to fill the needs of different localities. 

The work which has been done hereto- 
fore by the Committee on Community 
Trusts is beginning to show substantial 
results and the continuance of efforts 
along the same well directed lines as 
adopted by the committee, should bring 
much larger rewards to the various com- 
munity foundations or trusts in the form 
of substantial gifts. Like all pioneer 
movements that are worth while, the 


progress in this work has been slow at 
first. 

An important branch of the work of 
the Division is conducted under the 
auspices of the Committee on Co-opera- 
tion with the Bar. As its name implies, 
the development and extension of co- 
operation between trust companies and 
lawyers is the object sought. As an il- 
lustration of the manner in which the 
work of the Committee is accomplished, 
a concrete example handled a short time 
ago is given as follows: An advertise- 
ment placed in a newspaper in an east- 
ern city made the promise that the in- 
stitution was ready to draw wills that 
were “puncture proof.” The subject 
matter of the advertisement was brought 
to the attention of the committee and the 
member institution signing the advertise- 
ment was immediately informed that it 
did not conform to the requests made by 
the committee in its general communica- 
tion to members. This procedure 
resulted in the member writing a long 
letter of explanation in which it was 
stated that a contract recently awarded 
to an advertising concern called for the 
preparation and publication of copy with- 
out inspection by the institution whose 
business was being advertised. The false 
promise made in the advertisement was 
admitted but it was further explained 
that the practice of the institution was 
clearly along the lines laid down by the 
Committee on Co-operation with the Bar 
and that in the future their advertise- 
ments would be carefully inspected and 
approved before publication. In practi- 
cally all cases handled by the committee 
the full co-operation of the member 
institution has been secured. 

No greater influence can be exerted 
upon the business of a trust company in 
its service to a community than a har- 
monius relationship between officers and 
employees. Friction as well as ineffici- 
ency will retard the growth of any finan- 
cial institution. Harmony of operation 
and efficiency in handling business trans- 
actions are two business-builders without 
which no bank or trust company can 
reach its highest point of service. 
Through the work of the Committee on 
Staff Relations, these important features 
are being developed and recommendations 
made to member institutions. 

One of the outstanding activities of the 
Division is that conducted under the 
auspices of the Committee on Publicity. 
For two years, a National Publicity 
Campaign has been conducted, through 
which two things have been urged; one, 
the making of a will, and two, the nam- 
ing of a responsible fiduciary. With 
the details of so many examples of men- 
tal, physical and financial suffering caused 
by the failure to make a will or by the 
making of a “home made” will, being 


510 


recorded in the daily press in all parts 
of the country, it would seem hardly 
necessary to urge the proper preparation 
of a will, Yet the condition of 
apathy or procrastination which still ex- 
ists in relation to this important matter, 
makes it of urgent necessity that men 
and women everywhere be induced to act 
in the preparation of this important in- 
strument. The naming of a responsible 
executor and trustee to carry out the 
terms of a will is of equal importance 
in order that the estate and the interests 
of the beneficiaries may be properly con- 
served. To urge the naming of a cor- 
porate fiduciary with its perpetual exist- 
ence, financial responsibility and skill in 
handling simple and complex transac- 
tions, is a distinct public service. The 
messages sent out by the Committee on 
Publicity in the form of advertisements 
in magazines of national circulation— 
the advertisements recommended for lo- 
cal use by members and the suggestions 
for intensive “follow-up” work in the 
different localities, are all aimed toward 
greater service to members and through 
them to that great army known as “the 
public.” 


Certain preliminary investigations made 
by the Committee on Research revealed 
the interest of a great number of mem- 
bers in the compilation of information 
through the use of which they will be 
enabled to convince the general public 
in a stronger manner than heretofore of 
the wisdom and advisability of appoint- 
ing a corporation rather than an individ- 
ual to act in the capacity of executor and 
trustee. Many trust company and court 
records will be carefully scrutinized in 
the gathering of this information. It is 
obviously impossible, however, without 
considerable funds in hand to forward 
this work on a large scale as it requires 
investigators and statisticians in addition 
to a considerable clerical force. Surveys 
of real value to the membership, how- 
ever, are expected to be made during the 
current fiscal year. 


The growing hazards and liability in 
the conduct of the business of safe de- 
posit is engaging the attention of mem- 
bers in all parts of the country. Al- 
though many trust companies and banks 
operating safe deposit departments have 
fixed the limit of liability to a separate 
corporation, unknown hazards and liabili- 
ties make it imperative that definite ad- 
vances be made in the conduct of this 
business in the immediate future. 

The national conference of trust com- 
panies held for the past three years will 
be continued on February 15. Problems 
solved and unsolved will engage the at- 
tention of the conference through which 
the same definite help is expected to be 
given as in the past years. 
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Exercise of Trust Powers By National Banks Upheld 


individuals and _ corporations 

which prefer that their estates 

and trusts be administered by 
National banks, will be interested in a 
decision handed down recently in the 
Superior Court of Pennsylvania. It was 
upon an appeal from the decree of the 
Orphans’ Court of Philadelphia County 
in the case of the Corn Exchange Na- 
tional Bank as guardian of the estates 
of the minor heirs of Edna Frisbie 
Turner. 

In 1921 the Orphans’ Court of Phila- 
delphia appointed the Rittenhouse Trust 
Company of that city guardian of the 
estates of the minor heirs of Edna Fris- 
bie Turner. The Rittenhouse Trust 
Company later was converted into a na- 
tional bank and subsequently consoli- 
dated with the Corn Exchange National 
Bank. The Turner estate showed a bal- 
ance for the minors and distribution to 
the bank as guardian was _ requested. 
The bank filed a petition setting forth 
its incorporation under the National 
Banking Law, and other facts, and ac- 
cepted the provisions of an Act of 1889 
and another one of 1921 making itself 
subject to supervision and examination 
by the Banking Department of Penn- 
sylvania, the same as corporations of 
Pennsylvania. It also filed a number of 
exhibits, among them being a stipulation 
under Rule XXI by which the applicant 
“hereby stipulates and undertakes irrev- 
ocably that securities and other proper- 
ty received by the corporation, both in a 
fiduciary capacity and from the person 
or persons for whom it is surety, shall 
not be taken out of the jurisdiction of 
the court and shall be kept separate and 
apart from all money, securities and 
property of the said bank so that the 
same can at all times be easily identified 
as belonging to the estate of the person 
or persons for whose account the same 
has been received, and that trust funds 
received by said bank either as fiduciary 
or for the person or persons for whom 
it is surety shall be deposited in a separ- 
ate account in a bank or banks or trust 
company or trust companies other than 
said Corn Exchange National Bank of 
Philadelphia of good standing in Phila- 
delphia County. 

Petition was refused for the reasons 
previously given in the case of the Na- 
tional Bank of Germantown, that the 
Federal legislation conferring fiduciary 
powers upon national banks is “in con- 
travention of the law and established 
practice of this commonwealth.” From 
that refusal an appeal was taken. Three 
days later the bank filed another petition 
and asked for an order directing the exe- 
cutors to pay to. it as guardian of the 
estate of the minors the money awarded 
them by the adjudication. This petition, 
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too, was dismissed for the reasons previ- 
ously given. Exceptions were filed and 
two appeals were taken, one by the bank 
as guardian and the other individually. 
The appeals were argued together and, 
likewise, disposed of. 

The opinion of the Court, by Judge 
Linn, traced the developments in this 
controversy from its inception. The 
above statement is a summary thereof. 
It then recites the language of Section 
11 (k) of the Federal Reserve Act and 
the findings of the Court based there- 
upon. The concluding part of the opin- 
ion follows: 


Essential Portion of Decision 


Since Congress has provided that if 
the state law “authorizes or permits the 
exercise of * * * (guardianship) by 
state banks, trust companies or other 
corporations which compete with na- 
tional banks,” “ the granting to and the 
exercise of such powers by national 
banks shall not be deemed to be in con- 
travention of state or local law within 
the meaning of this act,” the decision of 
these appeals must depend on whether 
Pennsylvania permits such competing 
corporations to act in that capacity; if 
the state law so provides, the national 
bank must be permitted to enjoy fidu- 
ciary powers. As familiar state laws 
confer that power on such corporations 
the learned court below misinterpreted 
the Acts of Congress in holding them to 
be in contravention of state law. 

The Federal legislation is constitu- 
tional: First National Bank v. Fellows, 
244 U. S., 416; and the Congressional 
power is plenary. Except as Congress 
permits a state cannot stand in the way 
of corporate activity so authorized by 
Congress. Such authority confers im- 
munity from state interference, legisla- 
tive or judicial N. P. R. Co. wu. 
North Dakota, 250 U. S., 135, and Tele- 
phone Co. v. South Dakota 250 U. S., 
163, Second Employers Liability Cases, 
223 U. S., 1; P. & R. Ry. Co. wu. Polk, 
256 U. S., 333, 335. 

The effect of the amendment of 1918 
on the Act of 1913, as a mere rearrange- 
ment of the words will show, was to au- 
thorize the Federal Reserve Board to 
grant by special permit to national banks 
applying therefor (having the required 
“capital and surplus,” supra) the right to 
act in any fiduciary capacity in which 
state banks or other corporations which 
come into competition with national 
banks are permitted to act under the 
laws of the state in which the national 
bank is located, whenever the laws of 
such state authorize or permit the exer- 
cise of any or all such powers by state 
banks or other corporations competing 
with national banks. The Congressional 
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definition or determination of what shall 
not be considered in contravention of 
state law for the purposes of the enact- 
ment takes no account of the fact that 
details of administration in the Federal 
system may or may not differ from ad- 
ministrative matters prescribed in the 
state system. Congress was the sole 
judge of the means appropriate to the 
end to be accomplished by the exercise 
of this additional power conferred on 
national banks; they knew that through- 
out the states widely divergent systems 
of fiduciary law prevailed. The adminis- 
trative differences in which the court be- 
low found decisive conflict between state 
and Federal law may be important ele- 
ments in the competition for business 
and in the market may or may not oper- 
ate in favor of the state corporations, 
but these differences in themselves are 
not sufficient to deprive a national bank 
of the enjoyment of fiduciary powers, 
and particularly is that so in the circum- 
stances disclosed by this record. See 
First National Bank v. Fellows, supra; 
People v. Russell, 283 Ill., 520, compared 
with the prior decision of the same court 
in State v. Brady, 271 IIl., 100; Wood- 
bury’s Appeal, 78 N. H., 50; Hamilton v. 
State, 94 Conn., 648 Stanchfield’s Estate, 
171 Wis., 553; In re Mollineaux, 179 N. 
Y. Supp., 90; Fidelity etc., Trust Co. v. 
Enright, 264 Fed., 236. 

The first reason given to support its 
conclusion that the Federal statute is in 
contravention with the state law is based 
on comparison of the two systems con- 
cerning the deposit of trust funds. The 
Federal provision has been quoted. For 
the State the Acts of May 9, 1889, P. L. 
159, and June 27, 1895, P. L. 402, pro- 
vide that such “companies shall keep all 
trust funds and investments separate and 
apart from the assets of the companies 
and all investments made by the said 
companies as fiduciaries shall be desig- 
nated as that the trust to which such in- 
vestments shall belong shall be clearly 
known.” In addition we are advised that 
the state banking department requires 
trust funds to be deposited in a separ- 
ate bank. The Acts of Congress and 
the state laws are not alike, but a dif- 
ference in permitted corporate manage- 
ment does not establish that the Fed- 
eral statute is in contravention of the 
state law in the light of the explicit con- 
gressional definition of those words, and 
the difference is further unimportant in 
the decision of this case because the re- 
cord shows that petitioner has agreed 
to comply with the state law on the sub- 
ject. The petition also contains a stipu- 
lation whereby petitioner irrevocably co- 
venants with the court below, pursuant 
to Rule XXI, that it will not remove se- 
curities or other property by it held ina 
fiduciary capacity outside of the jurisdic- 
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tion of the court, and that it will deposit 
trust funds in a separate account with 
another bank or trust company. 

The second point of alleged conflict 
the court found by comparing the part 
of section 11 (k), supra, authorizing ex- 
amination by state examiners of the af- 
fairs of a national bank, with the state 
law, of May 21, 1919, P. L. 209, provid- 
ing (section 14 (a) ) for examination 
by state examiners, but the record shows 
that petitioner has stipulated, both with 
the court and with the state banking de- 
partment, that the state banking depart- 
ment shall make like examination of all 
its property and assets as is done in the 
case of state banks. The record also 
shows that petitioner has filed a stipu- 
lation with the banking department to 
be and remain subject to supervision by 
that department to the same extent as 
state corporations pursuant to the Act of 
May 20 1921, P L,. 991, entitled “Restrict- 
ing the appointment of corporate fidu- 
ciaries by testators or by any court or 
register of wills to corporations fully 
subject to supervision and examination 
by the banking department.” 

The learned court below found its 
third conflict “in the case of insolvency 
or suspension of a national bank.” The 
federal law provides that in such cases 
the Comptroller of the Currency appoint 
a receiver who, under the direction of the 
Comptroller, shall take possession, ad- 
minister, etc., pursuant to appropriate 
judicial action. The practice has long 
prevailed and is well understood. The 
court remarks that such receiver will not 
be under the control of the state courts. 
But as to the court below, it would seem 
that the federal court supervising a re- 
ceivership under the national banking 
law is neither more nor less foreign than 
a state court supervising a receiver ap- 
pointed by the banking commissioner 
administering the affairs of a state bank 
pursuant to state law. 

It was for Congress to determine 
whether the details of corporate manage- 
ment prescribed by it were better adapted 
for the exercise of the plenary federal 


Recent Decisions 
(Continued from page 509) 


fiduciary capacity when the exercise of 
such power is not “in contravention of 
state or local law.” Gen. Laws 1909, c. 
231, Sects. 4-8, as to corporations em- 
powered to act in a fiduciary capacity, 
provides, in section 6, that the assets of 
every such company, equal in value to 
the par value of its capital stock, shall 
stand primarily as security for trust 
liabilities in preference to payment of 
other creditors, and, in section 7 requires 
a deposit with the general treasurer of 
securities amounting to 20 per cent. of 
the capital of such a corporation, to be 
held as additional security for trust 
liabilities; and all other corporations 
than trust companies are excluded from 
the exercise of fiduciary powers. Held, 
that since national banks cannot, under 
their charter and the National Banking 
Law, comply with said section 6, it 


power it desired exerted than other 
methods of corporate administration ef- 
fective in the states, but its provisions 
for the conduct of business or the ad- 
ministration in insolvency, though differ- 
ent from the state system cannot be re- 
garded as in contravention of state law 
— the terms of the amendment of 
1918. 

The orders appealed from are reversed 
and the record remitted with instructions 
to enter an order consistent with this 
opinion. 


Appreciation of Division Service 


A member bank in the West recently 
sent to the National Bank Division office 
a letter expressing thanks for certain 
services rendered. The spirit of the 
communication is encouraging and we 
commend to all non-member banks con- 
sideration of the conclusion drawn by 
the writer. The letter follows: 

“We have your letter of Decem- 
ber 6 advising us that Congress 
has passed a bill amending the Na- 
tional Bank Act making three the 
minimum number of calls for bank 
statements to be made by the Comp- 
troller of the Currency in any one 
year. We had not heard that such 
legislation was pending and are glad 
to know that it has been passed. 

“It has gotten so that nearly every 
call for a statement costs us $25.00 
or $30.00 in actual cash in addition 
to the extra work required, and it 
seems to us that three calls per year 
are plenty. Inasmuch as this will 
save us in actual cash much more 
than the cost of our annual member- 
ship in the Association we are 
pleased to write you this letter of 
appreciation of your efforts in our 
behalf. We figure our membership 
in the American Bankers Associa- 
tion a splendid investment and it 
would seem that every National bank 
should be a member of the Associa- 
tion. 


would be “in contravention of state or 
local law” for such banks to act in a 
fiduciary capacity and hence mandamus 
would not be awarded to compel the 
general treasurer to receive from a 
national bank the deposit specified by 
said section 7. Aquidneck National 
Bank of Newport v. Jennings, General 
Treasurer, 117 Atl. 743. 

TELEGRAM STATING THAT CHECK WAS 

Goop Dors not Binp BANK To Pay 
It—FEpERAL CASE 


The plaintiff bank wired the defend- 
ant bank, asking if the check of a cer- 
tain person on defendant’s bank for 
$10,000 was good. The defendant an- 
swered by wire: “A. O. Myhre check 


for ten thousand dollars is good.” Pay- 
ment of the check was ey re- 
fused because of insufficient funds, and 
the defendant bank is sued on the 
ground that its answer ‘amounted to a 
certification. The court held that the 


Loans Secured by Government 
Operations 


Another extension of the time with 
in which loans in excess of 10% of 
capital, surplus and undivided profits 
may be made if secured by at least 
105% face value of certain Govern- 
ment obligations has been made. The 
Comptroller has issued the following: 


“Until June 30, 1923, or until such 
later date as the Comptroller of the 
Currency, with the approval of the 
Secretary of the Treasury, may pre- 
scribe, any national bank may pur- 
chase or discount, pursuant to general 
or specific authority conferred upon 
the officers of the bank by its board 
of directors, the note or notes of a 
person, firm, company or corporation, 
maturing in not more than six months 
from the date of such purchase or dis- 
count, in an amount in excess of 10% 
of the aggregate amount of the capital 
stock, actually paid in and unimpair- 
ed, and the unimpaired surplus fund 
of such bank, PROVIDED, any such 
note or notes shall be directly se- 
cured by at least 105% of United 
States bonds, notes or certificates of 
indebtedness issued since April 24, 
1917; that is to say, there must be 
pledged as security for each $100 so 
loaned at least $105 face value of 
Liberty Bonds, Treasury bonds, Vic- 
tory notes, Treasury notes or Treas- 
ury certificates of indebtedness. 

“The amount which a national bank 
may thus lend upon Liberty Bonds, 
Treasury bonds, Victory notes, Treas- 
ury notes, or Treasury certificates of 
indebtedness, under Section 5200, R. 
S., as amended September 24, 1918, 
March 3, and October 22, 1919, and 
pursuant to this regulation is in addi- 
tion to other loans which such nation- 
al bank is permitted to make, whether 
or not such other loans be secured in 
whole or in part by United States 
bonds, notes or certificates of in- 
debtedness.” 


defendant never accepted nor certified 
the check, saying: “The inquiry was 
whether a certain check was good, and 
the answer was it was good. There 
was omission of any language express- 
ive of a purpose to honor the check. We 
are unable to construe the answer to 
that effect, without other aiding circum- 
stances. Standing alone, it is technically 
an affirmation that the check of Myhre 
was worth its face at the time. The 
meaning ordinarily would be that the 
deposit account of the maker was then 
sufficient to meet the check. But this is 
different from undertaking to pay it, as 
would have been the significance of the 
act of formally accepting or certifying 
it,” citing First Nat. Bk. of Dunn v. 
First Nat. Bk. of Massillon (D. C.) 
210 Fed. 542; First Nat. Bk. v. Commer- 
cial Sav. Bk., 74 Kan. 606, 87 Pac. 746; 
North Atchison Bk. v. Garretson, 5I 
Fed. 168, 2 C. C. A. 145. : 
Flathead County State Bank v. First 
Nat. Bank of Caledonia. 282 Fed. 398. 
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Light buff glazed Terra Cotta 


FIRST NATIONAL BANK 
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PARKINSON & HERSSTROM, Architects 


MONROVIA, CAL. 


O say the Directors ot this First National 
Bank, of Monrovia, Cal. But read their letter 


for yourself: 
Monrovia, Calif., Nov. 21, 1922 


National Terra Cotta Society, 

19 West 44th Street, New York 

Gentlemen:—Our bank building stands on a corner with 
dimensions fifty by seventy feet, and is an exclusive bank 
building. There are six large windows and two double doors. 
The walls are of brick with pink tint and the trimmings of 
windows and doors are of Terra Cotta, beautifully carved with 
head figures at the top. The straw color of the Terra Cotta and 
pink brick made a beautiful combination. 

We have been in the building several years and it never 
ceases to be a thing of beauty to us. We do not think there 
is any material that would take the place of the Terra Cotta 
for appearance and durability. It is easily cleaned, but seldom 
needs cleaning. The pink tint and Terra Cotta used together 
create a happy combination and make the building frequently 
spoken of as a most beautiful structure. 

Respectfully, 
First National Bank 


WAC-a (signed) |W. A. Chess, Cashier 


Permanent 


“CONSIDERED one of the MOST BEAUTIFUL 


of COUNTRY BANKS” 


Terra Cotta may be used either for the trim or 
tor the entire facing of a bank building. Un- 


limited in form and color, it is also permanent— 


waterproof, weatherproof, and fire-resistant. In 
addition, it is economical in first cost—negligible 


in maintenance cost. 


Our handsome brochure, “Better Banks,” 
pictures several scores of the finest banks in the 
country, and tells the interesting story of Terra 
Cotta in bank architecture. We will gladly send 


you this brochure, free, on request. 


Address National Terra Cotta Society, 
19 W. 44th Street, New York, N. Y. 


TERRA COTTA 


Beautiful 


Profitable 


i 
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Thirty Million Savers; Eighteen Billion Deposits 


ATA received by the Savings 
Bank Division before the end of 
the old year may develop new 
enthusiasm on the part of savings 

bankers even when construed most con- 
servatively as in the preliminary tabula- 
tions presented on this page. 

The final tables will be available soon 
after the publication of the annual re- 
port of the Comptroller of the Currency 
and later advices are received from less 
than a dozen states. 

In the preparation of these prelimin- 
ary tables, we have incorporated the 1921 
figures for state banks and trust com- 
panies where corresponding data for 
1922 is still missing. It may therefore 
be assumed that these totals are less than 
will be shown in our final tabulation. 


Number of Savings Depositors 


The number of savings depositors is 
approximately the same as the number of 
savings accounts. While some duplica- 
tions exists, it is more than offset by the 
number of small demand deposit ac- 
counts which serve the same purpose as 
savings accounts. 

The number of savers who purchase 
time certificates rather than open savings 
accounts is not reported and has not been 
estimated although the total amount of 
time certificates is included in the total 
of savings deposits. The fact that the 
number of savings depositors is shown 
by incomplete data to be in excess of 
that ordinarily assumed from compila- 
tions heretofore available, warrants pub- 
lication of the following table without 
attempt to estimate at this writing for 
states which are neither represented in 
this table nor in the corresponding table 
for 1921. Figures for 1921 are used for 
Arizona, Idaho, Indiana, Massachusetts, 
Minnesota, New York, Ohio, Wisconsin 
and in part for California. Our prelim- 
inary tabulation shows the following: 


REPORTED SAVINGS ACCOUNTS JUNE 30, 1922 


Mutual Savings Banks 

(complete) 9,493,781 
Other State Banks (17 states) 6,599,604 
Trust Companies (15 states) 3,894,279 
Private Banks (4 states) 92,535 
National Banks (complete) 8,873,327 


28,953,526 


The number of savings accounts on 
June 30, 1921 was reported as 26,637,831. 


Amount of Savings Deposits 


The total amount on deposit in sav- 
ings accounts on June 30, 1922, is given 
in the following table which itemizes 
as far as possible according to the nature 
of the institution. 

Our totals will include time certificates 
of deposit and postal savings in bank, 


Total Reported 


DEPOSITS 
$18,087,493,000 
$16,618,595,000 
DEPOSITORS 


28,955,526 
26,637,831 


as the latter are certainly savings as are 
the great bulk of the former. 

The preliminary tabulation is sum- 
marized as follows: 


REPORTED SAVINGS DEPOSITS 
JUNE 30, 1922. 


Mutual Savings Banks 
(complete) 

Other State Banks 
(41 states) 

Trust Companies 
(32 states) 

Private Banks 
(14 states) 

National Banks 
(complete) 


$5,802,751,000 
6.189,128,000 
1,894,138,000 
123,106,000 
4,078,370,000 


Total Reported $18,087,493,000 


The amount of savings deposits re- 
ported on the corresponding day in 1921 
amounted to $16,618,595,000. 


Other Savings 


Life insurance (other than that in ben- 
eficial societies or in the government 
bureau) now carried on American lives 
amounts to more than $50,000,000,000. 
Premiums on new business during the 
year ending November 1, 1922, amounted 
to $225,980,000 and the total premiums 
including payments on annuities amount- 
ed to $1,537,280,000. The amount of 
new life insurance purchased during the 
year was $9,300,000,000, an increase of 
$600,000,000 or 7 per cent. over 1921. 
These life insurance companies invested 
$350,000,000 in real estate mortgage loans 
during the year, that amount being more 
than one-half of their current invest- 
ment funds. 

Building and loan associations report 
an increase of 17 per cent. in members 
and of 15 per cent. in resources, during 
the year. The total membership at time 
of annual report in July was $5,809,000 
and the resources $2,890,764,000. 

Postal savings have decreased steadily 
since last January the balance of de- 
posits on October 30 being estimated by 
the department at $133,000,000. 

Government securities have been of 
unusual interest to savers during the past 
year and at this writing the redemption 
of $625,000,000 of War Savings Cer- 
tificates is in progress. In October, new 
treasury bonds of 1947-1952 at 4%4 per 
cent. were allotted in amounts of not 
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over $10,000 to the extent of $327,559,- 
600 on cash subscriptions. 

Treasury savings certificates during 
the ten months ending with October 
were sold to the extent of $118,973,296. 
This amount compares with total sales in 
1921 amounting to $23,000,000 and in 
1920 to $44,000,000. 

School savings systems reported de- 
posits of $5.500,000 during the last 
school year. This was an increase of 
40 per cent. over the preceding year and 
of 100 per cent. over the second previ- 
ous year. The number of systems in- 
creased over 100 per cent. The number 
of pupils reported as participating was 
1,271,000, an increase of 50 per cent. over 
the previous year and of 100 per cent. 
over the second previous year. 67 
cities obtained an “honor roll” position 
by reason of 75 per cent. or more parti- 
cipation by the enrollment in operating 
schools. It appears that the present 
school year will indicate a remarkable 
increase over the last year. 


1922 in Retrospect 


In a leaflet which sets forth the above 
data in more detail, the Deputy Manager 
for the Savings Bank Division makes 
the following comment: 

“Savings in the United States during 
the year 1922 appear from available data 
to show the increase that might reason- 
ably be expected to result from the 
nearby economic background of uncer- 
tainty and incapacity which result from 
credit deflation, price readjustment and 
political considerations both domestic 
and foreign. 

“More potential savers have learned 
the lesson, fear impelling to thrift and 
saving where intelligence has failed. 

“A new factor that contributes to the 
national increase is found in the larger 
educational work by savings banks and 
investment institutions, and also in the 
growth of facilities for handling savings 
deposits. The banks have tended to use 
more salesmanship in their advertising 
for savings. New savings banks have 
been established including new mutual 
banks in the states of New York and 
Washington and a savings bank with a 
national charter in Missouri. The num- 
ber of general banks without savings 
departments has materially decreased. 
Branch banks always give special atten- 
tion to savings deposits and their number 
has been increased by both state and na- 
tional banks. Finally, school savings 
banking systems are being established in 
all parts of the country and industrial 
savings deposit systems are becoming 
more general. 

“The year 1923 will afford an unpre- 
cedented opportunity for spreading the 
gospel of thrifty living. The ordinary 
play of the laws of economics has placed 
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the public in a receptive mood for the 
message of the savings banker. The 
common sense of the average American 
is slowly but surely asserting itself.” 


A Resolution 


The following is suggested by Walter 
J. Reeves, General Secretary of the Sav- 
ings Banks Association of the State of 
New York: 

“Resolved, That commencing January 
1, 1923, I will not spend for unnecessary 
trifles, nor will I devote my time to 
thoughts of luxury and ease, but rather 
will I promise to save regularly and sys- 
tematically every possible penny to build 
up my savings bank account for the fu- 
ture, for my children’s future and for 
old age. I further resolve to carry the 
message of thrift to all my friends, to 
help them to save also, to the end that 
such saving and conserving will make 
me a better and a wiser citizen.” 


Interest Periods 


In commending the Emigrant Indus- 
trial Savings Bank of New York for 
holding to semi-annual dividends but 
allowing interest on monthly balances, 
President Hayden of the Eutaw Savings 
Bank of Baltimore says: 

“To me, this growth of the quarterly 
idea savors of hysteria. I should think 
that it would mean increased work, pos- 
sibly increased expense, certainly im- 
paired promptness in counter service, and 
incidentally interference with needed va- 
cations, and all with doubtful stability in 
results. In adopting the ‘monthly bal- 
ance’ you have created a situation that, 
considered in all fairness, approaches 
perfection.” 


Finger Printing 

A bulletin from the Bureau of Stand- 
ards of the Department of Commerce 
advises that the following method of 
finger printing was recommended to the 
Postal Savings Division of the Post Of- 
fice Department: 

“The fingers are first coated by press- 
ing them upon a sheet of heavy paper 
impregnated with mineral oil, prints are 
then made on the necessary documents 
developed by dusting them with lamp- 
black and fixed by spraying them with a 
dilute solution of shellac.” 

An “improvement suggested by the 
bureau is to do away with a camel’s 
hair pencil for applying the black and 
use instead a small ball of absorbent 
cotton coated with lampblack or gas- 
black and tied up in a cover of organdy. 
When the oily prints, at first practically 
invisible, are dabbed with this, enough 
black comes through the organdy to 
make them visible and to develop their 
characteristics. The slight excess of 
black is blown away, and the prints are 
then fixed by spraying them with a shel- 
lac solution from an atomizer.” 


The Gamble in Marks 


A recent addition to the items which 
prove that savers forget their thrift 
when they speculate, is contained in the 
following despatch (A. P.) from Paris: 

“Americans are estimated to have lost 
at least $2,000,000,000 by the purchase of 
German marks before the German finan- 
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A Valuable Tradition 


A private home was altered to 
house the Chemical Bank when 
it opened on Broadway in 1824. 


The “home-like” atmosphere 
thus established prevails today— 
one of the reasons why so many 
new depositors comment on the 
friendly hospitality they find upon 
entering the Chemical National 


Bank. 


A commercial bank—perform- 
ing every function of a bank. 


Seeking New Business on Our Record 


THE 


GHEMICAL 


NAT 


IONAL 


BANK 


OF NEW YORK 


Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


cial inflation commenced, inquiry today 
among American bankers in Paris dis- 
closed. Germany has profited by from 
$4,000,000,000 to $5,000,000,000 on sales 
of her depreciated currency to foreign 
buyers it also was learned. 

“The American purchases were made 
when the mark sold at six cents, and 
then even later until it reached one mill. 
London bankers, according to advices 
received here, admit that their customers 
have lost £250,000,000 sterling. 

“Spanish speculators are reported to 


have lost the equivalent of $1,000,000,000 
in German marks. French capitalists 
also went strongly in speculating in 
marks eighteen months ago. One French 
industrial magnate is reported to have 
lost 3,000,000 francs in marks manipu- 
lation.” 


New Business 


An interesting check-up of the sources 
of seventy new accounts opened at the 
Home Savings Bank of Boston in three 
davs showed the following results: 
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Recommended by depositors 
Children had school accounts 
Formerly had accounts 
Newspaper advertising . 
Christmas and Vacation Clubs 
Recommended by other banks 
Convenience of location 
Attracted by poster service ; 
Joint advertising of 


Banks 
Budget service . 
Has mortgage with bank 


Officers of the Division 


1922-1923 
State VicE-PRESIDENTS 
ALABAMA-—J. B. Dortch, president 
State Savings Bank, Mobile. 
ARIZONA—L. E. White, cashier, Salt 
River Valley Trust & Savings Bank, 


Mesa. 

ARKANSAS —Carl Hollis, 
Merchants & Planters Trust & 
ings Bank, Warren. 

CALIFORNIA —Geo. BB. Campbell, 
— Security Savings Bank, San 


Jos 
COLORADO_J. V. Cockins, president, 
Central Savings Bank & Trust Co., 


Denver. 

CONNECTICUT—P. LeRoy Harwood, 
Savings Bank, 
New 

DELAWARE Fred’k E. Stone, presi- 
dent, Wilmington Savings Fund So- 
ciety, Wilmington. 

D. of C.—John M. Riordon, cashier, 
Bank of Commerce & Savings, Wash- 
ington. 

FLORIDA—James A. Colee, cashier, 
Peoples Bank for Savings, St. Augus- 


tine. 

GEORGIA—T. S. Gray, cashier, Union 
Savings Bank, Augusta. 

IDAHO—Frank L. Davis, cashier, Fre- 
mont County Bank, Sugar City. 

ILLINOIS—F. O. Birney, vice-president, 
Chicago Trust Co., Chicago. 

INDIANA—Frank Schwegman, presi- 
ot Peoples Savings Bank, Evans- 
ville. 

IOWA—F. B. Davis, 
Farmers Savings Bank, 

KANSAS—Geo. H. Hamilton, presi- 
dent, State Savings & Mercantile 
Bank, Wichita. 

KENTUCKY—W. E. Keith, cashier, 
— Bank & Trust Co., Hopkins- 


LOUISIANA—Travis Oliver, vice-pres- 
ident, Central Savings Bank & Trust 
Co., ‘Monroe. 

MAINE—W. A. Danforth, treasurer, 
Bangor Savings Bank, Bangor. 

MARYLAND—Conrad C. Rabbe, treas- 
urer, Broadway Savings Bank, Balti- 


more. 
MASSACHUSETTS—Geo. E. Brock, 
president, Home Savings Bank, Bos- 


ton. 

MICHIGAN—Paul J. Ullrich, president, 
Ullrich Savings Bank, Mt. Clemens. 
MINNESOTA—Louis 

State Savings Bank, St. Paul. 
MISSISSIPPI—S. C. Hart, cashier, 
Citizens Savings Bank & Trust Co., 


Jackson. 
MISSOURI—W. S. 


— 


cashier, 
& Sav- 


vice-president, 
Manson. 


Webb, vice-presi- 


dent, Missouri Savings Assn. Bank, 
Kansas City. 


SENATORS TOWNSEND AND COUZENS 
The Former Mayor of Detroit (at the right) Recently Appointed U. S. Senator from 
Michigan. 


MONTANA-J. M. Keith, president, 
Missoula ‘Trust 


& Savings Bank, 
Missoula. 


NEBRASKA—L. C. Pasewalk, cashier, 
Norfolk National Bank, Norfolk. 
NEVADA—E. R. Simms, cashier, Bank 

of Sparks, Sparks. 

NEW HAMPSHIRE—Ernest P. Rob- 
erts, treasurer, New Hampshire Sav- 
ings Bank, Concord. 

NEW JERSEY —Howard Biddulph, 
treasurer, Bloomfield Savings Institu- 
tion, Bloomfield. 

NEW MEXICO—A. H. Gerdeman, 
cashier, Las Vegas Savings Bank, 
Las Vegas. 

NEW YORK—F. E. Willits, treasurer, 
Roslyn Savings Bank, Roslyn. 

N. CAROLINA—W. L. Jenkins, presi- 


eg Security Savings Bank, Char- 
otte. 
N. DAKOTA—W. V. O’Conner, treas- 


urer, First Savings Bank, Grand Forks. 
OHIO—W. J. Atwell, cashier, Peoples 
Savings Bank Co., Zanesville. 
OKLAHOMA—Wm. Raymond, vice- 
president, Security National Bank, 
Oklahoma City. 
OREGON—Frank Patton, cashier, As- 
toria Savings Bank, Astoria. 
PENNSYLVANIA—D. J. Leopold, 


Monthly Tendency 


An increase in savings deposits of .5 
per cent. during the month preceding 
December 1, 1922, and of 6.3 per cent. 
during the preceding year, is indicated 


cashier, First National Bank, Lebanon. 
RHODE ISLAND—Clinton F. Stevens, 


treasurer, Peoples Savings Bank, 
Providence. 
S. CAROLINA—S. T. Reed, Jr., cash- 


ier, Converse Savings Bank, Converse. 
S. DAKOTA—H. R. Kibbee, president, 
Commercial Trust & Savings Bank, 
Mitchell. 
TENNESSEE—O. B. Henderson, cash- 


ier, East Tennessee Savings Bank, 
Knoxville. 
TEXAS—GEO. W. Briggs, vice-presi- 


dent, City National Bank, Dallas. 

UTAH—Frank J. Stevens, president, 
Security State Bank, Ogden. 

VERMONT—B. E. Bristol, asst-treas- 
Savings Bank, Bur- 
lingt 

VIRGINIA— Edward S. Reid, president, 
Chatham Savings Bank, Chatham. 

WASHINGTON—O. A. Fechter, presi- 
dent, Yakima Valley Bank, Yakima. 

WEST VIRGINIA—H. G. Proctor, 
cashier, Union Bank & Trust Co., 
Huntington. 

WISCONSIN—Max Baumberger, ass’t- 
cashier, Second Ward Savings Bank, 
Milwaukee. 

WYOMING—J. D. Thorn, president, 
Sheridan Banking Co., Sheridan. 


in Savings Deposits 
by 885 banks which hold about one- 
third of the savings deposits of the 


country, according to tabulation of 
the Federal Reserve Board: 


Per Cent Per Cent 

Number Savincs Deposits Increase Savincs Deposits Increase 

Federal Banks Dec. 1, 1922 Nov. 1, 1922 over last Dec. 1, 1921 over last 
District Reporting Millions Millions Month Millions Year 
1 64 $1,116 1,114 5.2 
2 30 1,746 1,741 2 1,656 5.4 
3 80 419 419 —.1 409 2.3 
4 18 393 389 1.1 377 4.2 
5 93 276 278 —.4 249 11.1 
6 79 157 157 Jl 146 7.3 
7 219 805 795 . 1.3 770 44 
8 35 120 118 23 106 13.1 
9 15 81 80 4 76 6.9 
10 61 95 93 1.8 85 10.4 
11 116 73 72 6 64 14.3 
12 75 796 789 8 712 10.3 
Total 885 6,081 6,050 io 5,716 6.3 


é 


Ja 


n 


uary, 1923 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


What Controls the Welfare 
of Your Community? 


The welfare of the community is of the 
first importance to the bank. 


Community and bank are inter-depen- 
dent. Whatever affects the community 
favorably will affect the, bank in like 


manner. 


Among the factors which promote the 
welfare of the com-munity'and the bank, 
none is more far-reaching than har- 
monious and productive conditions in 
Industry. 


Fundamentally, industrial relations con- 
trol the welfare of both community and 


bank. 


The mental attituce of the individual 


workman is the prime factor in indus- 
trial relations. 


Hence the need of practical education 
in industry to inculcate in the mind of 
the workman conservative views of 
capital and labor, to promote cordial 
relations between employer and em- 
ployee and to teach the workman the 
advantages to him of hearty coopera- 
tion, of diligent productivity, and of 
systematic thrift. 


Our broad experience in more than 
forty kinds of industry proves the 
necessity of applying this education in 
a manner which will definitely appeal 


to the workman, and which he will 
grasp, understand and believe. 


“‘The Employee’s Viewpoint is the 
Most Neglected Factor in Industry” 


SHERMAN SERVICE, Inc. 


Industrial Co-ordination—Production Engineering 


New York 
2 Rector Street 


Chicago 
208 So. La Salle St. 
Philadelphia 
1011 Chestnut St. 


Boston 
10 State St. 


St. Louis 
314tNo.! Broadway 
Cleveland 
Park Building 


Detroit 
First Nat’l Bank Bldg. 
Toronto 
10 Adelaide St. East 


Montreal 
Drummond Building 


This is Number One of a series of announcements published to convey a clearer knowledge 
of the value of cordialindustrial relations to employer, employee and the community. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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The Condition of Business 


NY conscientious attempt to sum- 
A marize the developments of the 

past month in the field of busi- 

ness leads one inevitably into re- 
petition of the summary of the previous 
month or the month before that. It is 
clear that during practically the whole 
of the calendar year 1921 business has 
moved in a remarkably steady and con- 
tinuous upward swing. 

An interpretation of this movement is 
given in the Bulletin of the Cleveland 
Trust Company. 

“The business recovery of 1922 will 
probably be described in future text 
books on applied economics as being a 
thoroughtly typical period of revival in 
trade and industry. In much the same 
way that present volumes commonly 
refer to the crisis of 1907 as being one 
of the most representative examples of 
a period of financial panic and business 
decline, it now seems likely that future 
books will cite the upturn of 1922 as 
exemplifying business recovery. As the 
present year draws to a close it becomes 
increasingly clear that it has been a 
period of general and sustained busi- 
ness improvement that has run surpris- 
ingly true to form despite the hitherto 
unparalleled conditions of almost world- 
wide financial disorganization and politi- 
cal chaos which might have been ex- 
pected to affect it in unexpected and un- 
predictable ways. 


Previous Recoveries 


“The records of previous periods of 
business recovery show that they have 
started after serious depressions, when 
the prices of securities and commodities 
had suffered long declines, when indus- 
trial production was greatly restricted, 
and when interest rates were high, but 
falling. Under such conditions some im- 
provement takes place for the simple rea- 
son that in a period of business depres- 
sion consumption runs ahead of produc- 
tion, and as. stocks of goods are used up 
there finally comes a time when they 
have to be replenished. 

“For such an initial period of improve- 
ment to develop into real recovery and 
finally in to prosperity, at least four con- 
ditions must exist simultaneously. These 
four essential factors are low interest 
rates, good crops, rising prices, and such 
conditions of labor supply, transporta- 
tion, and trade demand that manufac- 
turing can be carried on at a profit. 

“All these conditions exist at the close 
of 1922. Interest rates are relatively low. 
Crops are good. Prices are rising, and 
the reports of industrial firms show that 
profits are rapidly and generally replac- 
ing the losses that were being recorded 
only a few months ago. 

“The present prospects are that busi- 
ness will continue to increase in profit- 
able volume for some months to come. 
The duration of this period of prosper- 
ity cannot be definitely foretold. The 
time for business activity is here. It is 
the part of wisdom to take advantage 
of its opportunities, and to bear stead- 


fastly in mind the realization that later 
on it will decline as definitely as it has 
increased, and probably much more 
rapidly.” 


Statistics of the Month 


The specific developments in business 
and industry. during November may be 
briefly listed as follows: 

Employment increased in 31 industries 
and decreased in only 12, according to 
the Department of Labor. 

Freight car loadings continued ahead 
of even the high figures of 1920. 

The rate of production of the follow- 
ing commodities showed marked in- 
creases: Anthracite Coal, Bituminous 


.Coal, Pig Iron, Steel Ingots, Tin, Cotton 


Goods, Refined Sugar. The increases 
were almost surely extended to other 
_ for which figures are not yet avail- 
able. 

Awards of contracts for new building 
construction continued remarkably large 
for this season of the year. 

Cement shipments from the mills ex- 
ceeded all previous records. 

Exports from the United States 
amounting to $383,000,000 were the 
largest of any month this year. 

Wholesale and retail trade were heavy. 


Prices 


Accompanying the larger production 
and consumption of goods, prices con- 
tinued to rise. Copper, tin, cotton, wheat, 
corn and oats made new high price 
records for the year. 

The Department of Labor index num- 
ber of wholesale prices advanced 1.3 per 
cent. in November, reflecting largely the 
2A—Am. Bankrs. Ass’n 13-8-8 WJH 
rise in farm products. Prices of fuel 
continued to sag as shortage conditions 
have gradually become less acute. 

The retail price of food has risen, car- 
rying with it the index numbers of the 
cost of living. Retail clothing costs are 
also higher. 

These price advances have called for 
a larger volume of hand to hand cur- 
rency and in November the amount of 
money in circulation throughout the 
country increased $46,000,000. 


Agricultural Conditions 


The rise in prices of farm products 
during the last months of the year has 
increased the Department of Agricul- 
ture’s estimates of the total value of the 
year’s crops from slightly over $6,000,- 
000,000 in the late summer to $7,573,- 
000,000 in estimates based upon Decem- 
ber 1 prices. This is $1,843,000,000 larg- 
er than the value of last year’s crops 
computed at the same time of year. The 
corn crop alone is worth $700,000,000 
more than a year ago. The increase in 
the value of this year’s total crop as 
compared with last year is due not alone 
to higher prices but also to larger out- 
put. The final estimates of the produc- 
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tion of principal crops compare as fol- 
lows with 1921 figures: 
1921 922 

Corn (bu. 3,069,000,000 2,891,000,000 
Winter heat fu. 600,000,000 586,000,000 
Spring Wheat (bu.) 215,000,000 270,000,000 
Oats (bu.) 1,078,000,000 1,215,000,000 
Potatoes (bu.) 362,000,000 415,000,000 
Hay (tons) 98,000,000 113,000,000 
Tobacco (Ibs.) 1,070,000,000 1,325,000,000 
Cotton. (bales) 7,954,000 9,964,000 


The larger return to the farmer on 
this year’s crop is partly offset by the 
fact that prices of the goods which the 
farmer has to buy have risen along with 
crop prices. The net result has been to 
leave the farmer better off than he has 
been for some months but not yet in pos- 
session of purchasing power equal to pre- 
war years. The latest monthly agricul- 
tural review by the Department of Agri- 
culture reports an abnormal movement 
of people away from farm towns during 
November. Observers still report a 
marked contrast in prosperity between 
the industrial centers, where active fac- 
tory operations and trade, good employ- 
ment conditions, and high wage rates 
prevail, and the rural districts, where the 
influence of low farm prices has been a 
predominating influence. 


World Wheat Crop 


A moderate surplus of wheat beyond 
the needs of the world is indicated by a 
recent review of the world wheat situa- 
tion by the International Institute of 
Agriculture at Rome. 

World production this year is placed 
at 2,932,000,000 bushels compared with 
2,967,000,000 last year. The world ex- 
port surplus beyond the needs for home 
consumption is estimated at 950,000,000 
bushels and the estimated requirements 
of importing countries are placed at 
923,000,000, leaving a net balance of 
27,000,000 above needs. 


Railroad Traffic 


A new high record for this time of 
year was made in the loadings of freight 
cars on the railroads of the United 
States during November and early De- 
cember. For the six weeks ending De- 
cember 9 the number of cars loaded was 
500,000 cars or nearly 10 per cent. larger 
than in the previous high record period 
of 1920. Loadings were about 30 per 
cent. larger than in the same period of 
1920. 

These heavy shipments represent in 
part the heavy movement of coal to 
make up for restricted shipments during 
the summer because of the coal strike. 
But the increase reflects also a high rate 
of industrial activity which has gone on 
increasing at a time of year when activ- 
ity usually slows down. 

An _ illustration of this tendency is 
found in the steel industry. The steel 
trade reviews have reported that steel 
companies which had planned to shut 
down for Christmas week have now de- 
cided to resume production on the day 


A Year’s Great Growth 
In Public Regard 


The good Maxwell has wrought a revolution within its 
own sphere during the past year. 


In general public regard it has risen to heights of approval 
probably never accorded to any other car in a similar period. 


In the regard of its own public it has displaced all other 
claimants for first place. 


It has established itself beyond question as a quality product, 
offering in that respect, value so superior that the most 
casual observer immediately recognizes it. 


Wherever this conviction of greater value has thoroughly 
penetrated the public mind, it is outselling because it 
deserves to outsell. 


It is being judged and being awarded preference on the 
three great evidences of motor car value—manufacturing 
superiority, better performance and greater beauty. 


Thousands of owners have proven during these twelve 
months that in every essential of trustworthy construction, 
it surpasses the exterior excellence which makes everyone 
admit there is nothing on the market to compare with it. 


We have waited a year before telling these truths—waited for 
that spontaneous public recognition we knew was bound to 
come, and which is being accorded now in unstinted measure. 


You need not accept our assurances that the good Maxwell 
has come into its own. 


Your own eyes and ears will bear witness that it has brought 
about a realignment in public regard which is redounding 
everywhere to its great advantage. 


MAAWELL 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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after Christmas The statement is made 
by the trade that the seasonal slowing 
down in December will be less than in 
any year since 1917. This type of ac- 
tivity means heavy railroad traffic. 

In spite of heavy traffic the reported 
shortage of freight cars which assumed 
alarming proportions early this fall has 
gradually been reduced from 179,000 
cars on November 1 to 112,000 cars on 
December 1. This reduction reflects in 


part more efficient movement of traffic 
and repairs of bad order cars and loco- 
motives. The bad order cars on Decem- 
ber 1 amounted to about 10 per cent. of 
the total number of cars. This compares 
with 15 per cent. earlier in the year. 


Railroad Earnings 


Heavy traffic this fall has not yet af- 
fected the reported figures for railroad 
earnings. The October gross earnings 


Detroit Business Men 
are planning a big 1923 


To every part of the world their varied products will 
be shipped. Returning there will be a flow of credits. 


The First National Bank anticipated Detroit’s (the 
Fourth City) continued growth. It provided banking 
facilities occupying six entire floors, three half floors 
and three sub-basements in its uwn building covering 
a half acre of ground, that you may be served promptly 


and well in 1923. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 
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as compared with October 1921 gross 
earnings show an increase of only $13,- 
000,000 or 2.45 per cent., whereas traffic 
was about 7 per cent. heavier. Operat- 
ing expenses were $31,000,000 greater or 
7.8 per cent, than a year ago, expand- 
ing just about in proportion to addi- 
tional traffic. As a result of these two 
changes net earnings were $18,000,000 
less than in October 1921. 

Since a year ago freight rates have 
been cut but so also have wages. The 
high operating expenses probably reflect 
the effects of the summer’s strike and 
also a greater expenditure for mainte- 
nance than a year ago when every ex- 
penditure was cut toa minimum. How- 
ever the figures may be accounted for, 
the fact remains that the railroads are 
still falling considerably short of earn- 
ing a reasonable dividend. 


Volume of Building 


The building boom is continuing in 
the late months of the year. An esti- 
mate by the “Index” published by the 
Associated General Contractors of 
America places the building contract 
awards in 1922, in the 27 north-eastern 
states for which figures are reported by 
the F. W. Dodge Co. at about 3% 
billions of dollars and further estimates 
that the total for the United States was 
4% billions. If we assume that the 
total income of the country this year is 
somewhere in the neighborhood of 70 
billions these figures mean that an 
amount equal to more than 6 per cent. of 
the national income is being spent this 
year for new construction. 

In general construction has gone on 
most rapidly in industrial sections which 
have recovered more rapidly from the 
depression than agricultural districts. 
The “Index” gives a distribution of new 
building by districts in the following 
table. Building permit figures are quoted 
as well as contracts. These figures are 
less inclusive in the kinds of building 
which they include but are the only ones 
covering southern and western districts. 


Millions of 
Dollars 
Permits Contracts 
559.4 720.8 


Federal Reserve 
District 

Reserve City 
New York 
Chicago 
San Francisco 
Cleveland 
Philadelphia 
Richmond 
Boston 
Kansas City 
Atlanta 
Minneapolis 
St. Louis 
Dallas 


NIN 


Government Operations—Dec. 15 


In the field of finance one of the most 
interesting events of December was the 
carrying through of large operations on 
December 15 in connection with the gov- 
ernment debt. On that date the govern- 
ment was prepared to pay out one bil- 
lion dollars. This sum was made up of 
$700,000,000 Victory notes called for re- 
demption, $200,000,000 redemption of 
Certificates of Indebtedness, and $100,- 
000,000 in interest payments. To make 
these expenditures the government ex- 
pected to receive some $275,000,000 in 
taxes and offered for sale $700,000,000 
in Certificates of Indebtedness and short 


S 
& sat 
‘ime 
322.0 534.8 
233.1 
161.7 267.0 
125.5 223.0 
108.3 296.9 
95.3 247.3 
70.8 
54.8 
53.0 78.7 
48.0 
47.2 
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term notes, the latter bearing interest at 
4-1/2 per cent. 

The anticipation that the operation 
would result in there being considerable 
sums of money available for reinvest- 
ment was an influence making for slight- 
ly higher bond prices and lower call 
money rates. As a matter of fact 
holders of Victory notes were very slow 
to present their notes for redemption, 
not more than half the $700,000,000 being 
presented by the 20th of the month. As 
far as the money markets are concerned 
the whole affair was transacted with 
hardly a ripple, a tribute to the machin- 
ery now set up for handling government 
funds. 


Sterling Exchange 


The outstanding event in finance was 
the rise of sterling exchange to a new 
high point of $4.69, less than 5 per cent. 
below par value and the highest quota- 
tion since 1919 shortly after the ex- 
changes were unpegged. The high figure 
was reached only for a day but the rate 
remained well above $4.60. 

The gradual rise in sterling in the 
past year, and particularly since the 
middle of November, is a reflection of 
changes in fundamental financial condi- 
tions in England. ‘Temporary reasons 
for the advance apart from speculative 
influences may be found in the comple- 
tion on November 15 of the $100,000,000 
interest payments to the United States, 
and in the normal seasonal slackening in 
the purchase of farm products in the 
United States. 

The more fundamental factors in the 
situation are the changes in the United 
States and England in those financial 
conditions which affect the value of 
money. Note circulation in England has 
been falling, while it has been rising in 
this country. Similarly prices have been 
falling until recently in England while 
they have been rising in the United 
States. The result is a rise in the pur- 
chasing power of the pound as compared 
with the dollar which is directly reflec‘ed 
in the exchanges. The gradual recovery 
in British trade in the past two years 
has been another factor in influencing 
the situation. 


World Shipping Situation 


In view of recent discussion of a ship 
subsidy in the United States figures for 
the world shipping situation recently pub- 
lished by the London Stock Exchange 
Gazette are exceptionally interesting and 
instructive. The Gazette quotes from 
the recently published Lloyds Register a 
table showing the sea-going iron and 
steel ships owned by the principal mari- 
time countries. 

June, 1922. June, 1914. 

Tons gross Tons gross 

United Kingdom 19,053,000 18,877.000 
British Dominions 2,201,000 1,407,000 
America (United States) 12,506,000 1,837,000 
Austria-Hungary il 1,052,000 
Denmark 768,000 
France 1,918,000 
Germany 5,098,000 
Greece 820,000 
Holland 1,471,000 
Italy 1,428,000 
apan 1,642,000 
orway 1,923,000 

Spain 883,000 
Sweden 992,000 
Other Countries 3,301,000 2,398,000 


World’s Total 56,802,000 42,514,000 
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Since 1914 the total amount of sea- 
going steel tonnage has increased 14,000,- 
000 tons. Of this increase 11,000,000 was 
in ships owned by the United States. 
The shipping under our flag is now 7 
times as large as it was in 1914. The 
great bulk of this increase was in war- 
built fabricated steel freighters of mod- 
erate size. As a result of this enormous 
increase we now have a merchant ma- 
rine second only in size to that of Great 
Britain and nearly four times as large as 
the fleet of either Japan or France, the 
nearest competitors. If we take into 
consideration only such ships as are 
under ten years old we lead Great Bri- 
tain by a narrow margin. 

The problem facing the United States 
is that of operating without previous ex- 
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perience or trained personnel this enor- 
mous fleet in a period of exceptionally 
difficult conditions of world trade, in 
competition with nations of long experi- 
ence in shipping whose costs of opera- 
tion are much lower than ours. 

The type of competition may be 
gathered from the fact that although the 
English merchant fleet is now practical- 
ly no larger than before the war, consid- 
erable amounts of this shipping have 
lain idle during the past year for lack 
of cargoes. The dislocation of foreign 
exchanges, the diminished purchasing 
power of many countries and other fac- 
tors have resulted in the reduction of the 
total volume of world sea-borne trade by 
about one-fifth as compared with pre- 
war figures. 


Millions of Piston Rings 


S™: LOUIS is the center of this industry, producing 
millions of these useful rings each year. The electric 
furnace here shown is the only one of its kind in the 
world used for making piston ring iron. It is part of 
the equipment of a St. Louis company that turns out 


70,000 piston rings per day. 


@ The Mercantile Trust Company, through its close, constant con- 
tact with St. Louis’ industrial and commercial life, has greatly helped 
the growth and prosperity of many such enterprises. We are es- 
pecially well qualified to serve individuals, banks and business 
concerns seeking St. Louis banking connections. Nine splendidly 
equipped departments insure satisfactory service. 
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Character the Basis of Bank Credit 


Speakers Suggestions Issued by the Committee on Public Education American Bankers Association 


Mystery Out of Banking,” you have 

been told of a number of transac- 

tions that make up a part of the 
daily round of a bank’s work. These 
have revealed certain business ideals and 
business methods, standards of action, 
we might call them, which are adhered 
to both by the bank and by all who 
rightly use its services. You will recog- 
nize that the basis of all bank credit as 
well as all business credit is character. 


The Meaning of Credit 


In banking, the word “credit” has 
various meanings. We say banks deal 
in credit. For example, when you de- 
posit money, your account receives credit 
for the amount deposited, and the bank 
continues to owe you until you withdraw 
your money. Again, in business lan- 
guage, the bank extends “a line of credit” 
to a customer by agreeing to lend him 
reasonable amounts whenever he needs 
money. When you borrow money on 
your note at the bank, you are granted 
credit because of your promise to re- 
pay. When you indorse the note of a 
friend who borrows money from the 
bank, the loan is made upon the joint 
credit of both; if your friend does not 
pay the note when due, you are required 
to pay it. When a railroad, a manufac- 
turing concern, a town, or a government 
issues bonds, it uses its credit. ‘Those 
who buy the bonds rely for repayment 
of their money, when the bonds mature, 
upon the maker’s credit standing and 
promise to pay. When a merchant buys 
goods without paying cash, at the time 
of purchase, credit is granted him. 
When goods are sold over the counter 
to a customer who carries a charge 
account, credit is granted. In both cases, 
credit is granted in the belief that later 
on the bills will be paid. Thus credit 
enters into all business, and particularly 
into the business of banking. Without 
credit, our present day business system 
could not exist. 

Credit implies confidence. Credit tran- 
sactions are possible only because people 
have confidence in each other, and con- 
fidence can exist only where good char- 
acter exists. Without good character, 
there is little chance of success in any 
business undertaking. The business man 
of strong character has fixed habits of 
honesty, industry, and thrift. Like Long- 
fellow’s “Village Blacksmith,” he can 
“look the whole world in the face.” He 
has nothing to conceal. When he needs 
the help of the bank, he presents to the 
banker all the facts concerning the fi- 
nancial situation, and, because he deals 
openly and frankly, he wins the banker’s 
confidence, and sound advice as to the 
right course to pursue. Bankers are in 
constant touch with the credit standing 
of local business concerns, and have 
much to do with their general reputation. 


LT former Talks on “Taking the 
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Every successful business man looks up- 
on his credit standing at the bank as 
a most valuable asset, and he maintains 
it by square dealing. He knows that the 
bank can help him in many ways to es- 
tablish and maintain a good business and 
credit reputation. 

There is truth in the old adage, 
“honesty is the best policy.” It pays to 
be honest. Doubtless there are a few men 
who are honest in business largely be- 
cause it does pay, but most men ‘are suc- 
cessful in their business and in their 
lives, because there characters are built 
on the policy of honesty and industry. 

A man must pay what he owes. If 
he refuses to pay his debts, it soon be- 
comes known that he is not of good 
character, and is not worthy of con- 
fidence. Those from whom he would 
buy, refuse to trust him. The bank de- 
clines to grant him credit. Then come 
business failure and a long up-hill fight 
to get on his feet again, and to live down 
the mistakes and dishonor of the past. 
The habit of honesty should be formed 
early in life, and adhered to under every 
circumstance. Make it your fixed pur- 
pose never to contract a debt that you are 
not reasonably sure of being able to pay. 


Good Management 


Honesty is not the only factor in- 
volved in credit. One may be extremely 
careful to keep promises or agreements, 
and yet may not deserve credit at the 
bank. Here, for instance, is Mr. Jones, 
a man of forty, of excellent morals, who 
has enjoyed a fair income for many 
years, and who now sees an opportunity 
to purchase a business for himself. He 
requires financial assistance. He calls 
on a banker, who has known him for a 
long time, and asks how he may obtain 
the necessary credit. The banker in- 
quires as to the nature of the business, 
what the cost will be to purchase it, and 
what Mr. Jones can command in ready 
money, or other resources. The banker 
learns that Mr. Jones, at the age of 
forty, has no money, or property of his 
own. It is clear to the banker that Mr. 
Jones lacks the ability to manage wisely 
his affairs. He has not had enough de- 
termination and strength of character to 
save money. He has not learned to 
adapt his expenses to his income, and so 
has not yet proved that he could make 
financial progress, even under more 
favorable circumstances. Moreover, it 
is usually true that, if men do not in- 
vest some of their own money, that is, 
have an interest in the business they take 
up, they lack incentive, and become 
easily discouraged. The business lags 
and eventually fails, in which case those 
who have provided the capital for it lose 
their investment. The banker knows 
that it would not be wise for anyone to 
assume such a financial risk, and Mr. 
Jones probably finds that the bank can 
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do nothing for him. He must give up 
his opportunity to some one else who 
has saved money. 

Banks are public servants but that does 
not place them under obligation to serve 
those who are unfair in their business 
dealings or who are lacking personally in 
the great principles underlying oppor- 
tunity. Therefore, to be known as a 
careful and thrifty person is the best as- 
surance that the bank will extend finan- 
cial help when it is needed. 


How essential it is that each of us 
cultivates the habit of saving! On 
every hand we see reckless waste. It is 
not always easy to practice thrift, but 
such practice leads to success. The abil- 
ity to save money, even in a small way, 
has much to do with future business 
success and prosperity. Some one has 
said, “Opportunity does business on a 
strictly cash basis. She smiles upon 
those with a bank account, and laughs 
at those without one.” 


Mistaken Ideas About Owing 


Many people who are unfamiliar with 
business think that one should shun con- 
tracting a debt, as one would shun an 
attack of malaria. They fail to dis- 
tinguish between contracting wise and 
unwise debts. It is desirable and wise to 
use one’s credit, that is, go into debt 
for the purchase of a home, because 
such a debt encourages the family to 
save and to live on a sound basis. The 
earnest young student should, if neces- 
sary, borrow a reasonable amount of 
money to complete his education. This 
is an investment in personal ability, and 
will pay dividends in greater success. 
Another wise use of credit is to borrow 
for the purpose of buying good bonds. 
Suppose you desire to buy a Liberty 
bond for $100. You can pay $20 down, 
borrow $80 from the bank, and pay 
this latter amount out of savings. Such 
a debt would be regarded as a wise in- 
vestment, and would help you to finan- 
cial success, because you would save, in 
order to pay the amount borrowed. 
Many a prosperous business man began 
his fortune with such accumulations. 

There are circumstances, however, un- 
der which one should never borrow 
money. Never incur a debt in a specu- 
lative venture. Many people become af- 
flicted with the “get-rich-quick” fever. 
In their attempt to gain sudden wealth, 
they invest not only their own money, 
but often that borrowed from others. 
Beware of the lust for easy money! 
— the people who speculate, 95 per cent. 
ose. 

Neither should debts be incurred for 
the purchase of pleasure-giving posses- 
sions. Such debts are an abuse of the 
charge account. They are millstones 
around the necks of countless families. 
The person who lives beyond his in- 
come, is destroying the very rock upon 
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which his future success must be built. 
Life’s success rests on the principles 
of character. “Every good tree bring- 
eth forth good fruit, but a corrupt tree 
bringeth forth evil fruit.” If we form 
unwise habits, we shall be as the cor- 
rupt tree which is hewn down. If we 
form wise habits, we shall be as the good 
tree, and enjoy happiness and prosperity. 


Character in Bank Management 


The progressive bank adheres to the 
same standards that are expected of its 
patrons. Because it is well managed, it 
commands the confidence of its custo- 
mers. Its business methods are beyond 
reproach. It excludes business of 
doubtful reputation. It has no part in 
the feverish struggle for sudden wealth, 
but holds steadily to those sound stand- 
ards well known to all successful men 
of affairs. Well-managed banks are re- 
garded with great respect, and they as- 
sume a place of ever increasing import- 
ance in the business life of the commun- 
ity. With the bank, as with the indi- 
vidual, success is a matter of character 
and capable management. 


Need for Banking Education 


Some thoughtless people criticize 
banks, because they do not make loans 
more freely. It must be remembered 
that the bank whose business it is to re- 
ceive deposits, as well as to grant loans, 
stands chiefly as a trustee of the money 
belonging to its depositors. It has the 
care and control of their funds, and 
must so hold and invest these as to in- 
sure their return, upon demand, to the 
depositor. Aside from the safeguards 
thrown about bank deposits by law, such 
as the required legal reserve referred 
to in a previous talk, and regular exam- 
inations of all banks by either the Fed- 
eral, or State Banking Commissioners, 
the banker’s judgment and experience 
must dictate the course to be followed 
by his bank. He must know when to 
expand his loans, and when to curtail 
them. Being human, bankers also make 
mistakes of judgment. As a rule, they 
are men of high business integrity, eager 
to serve their communities ; men who de- 
serve public confidence and good will. 
When the public thoroughly understands 
the workings, and services of the bank, 
greater benefits will be derived by the 
community and by our country as a 
whole. 


American and Canadian Bankers 
to Confer 


American and Canadian bankers will 
meet in conference in Montreal, Febru- 
ary 5, to discuss business, banking and 
other economic questions of common in- 
terest to the Dominion and the United 
States. 

The conference is the outcome of ac- 
tion initiated at Montreal last July by the 
Administrative Committee of the Ameri- 
can Bankers Association, which met 


there as guests of the Canadian Associ- 
ation. 
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One Second Service 
FOR YOUR PATRONS 


One Finger 
One Second 


Pay Coins 
In Any Amount 
Desired 


“Yes—Mr. Banker, Your Teller Needs 
C She 


Standardized by Dankers Everywhere 


Because—One Second Service in handling coin has become the 
rule in modern banking among twenty-six thousand Brandt users 
and endorsers. 

But one step is necessary in paying coin with the Brandt, that is, Press 
Only One Key. Its speed is instantaneous. _ There is no complicated building 
up—no mental calculations to make—no coins to select, pick up or recount. 
Pressing One Key with One Finger in One Second completes the transaction.} 


The coupon invites you to request our FREE booklet, ““When Minutes Mean 
Dollars.” Ask your secretary to mail it today. 


BRANDT AUTOMATIC CASHIER 


Serving Bankers,= Retailers, Paymasters 


New Improved 


Executive Office and Factory, Watertown, Wisconsin 


Send copy. of booklet, ““When Minutes Mean Dollars” 


Brandt Manufacturing Company-------- 
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Cooperative Marketing Association Conference 


Conference of Farmers Coopera- 

tive Marketing Associations held 
at Washington, December 14, 15, and 
16. The President of the United States 
sent a letter of greeting in which he 
commended the principle of co-operative 
marketing and the practical results thus 
far obtained. Similar sentiments were 
expressed in addresses made by the 
Secretary of Agriculture, the Secretary 
of Commerce, and Hon. Adolph C. Miller 
of the Federal Reserve Board. Repre- 
sentatives of the Farm Bureau Federa- 
tion, the Farmers Union and the Grange 
likewise expressed approval of the co- 
operative marketing movement and 
promised the moral support of their re- 
spective organizations. The spirit of 
the meeting was in accordance with the 
program of the State Bank Division 
and the Agricultural Commission of the 
American Bankers Association. 


B Gonteen: was the key-note of the 


Sentiment in Resolutions 


Among the resolutions adopted by 
the conference were the following: 

Urging the Interstate Commerce 
Commission to hold a hearing for the 
purpose of opening the whole question 
of revision of the rates with a view of 
lessening rates on primary commodi- 
ties ; 

Expressing the hope that agricultural 
colleges and Federal and state depart- 
ments of agriculture would create more 
adequate facilities for research work 
in and the teaching of co-operative mar- 
keting; 

Urging Congress to continue agri- 
cultural inquiries. 

A special committee on merchandis- 
ing pointed out in a series of resolu- 


THE $100 ACCOUNT 


It is estimated that the cost to a bank 
of the average small account including 
the free furnishing of check books, pass 
books etc., is over $6 a year, and there- 
fore, accounts averaging $100 or less 
are a loss to a bank as well as some un- 
usually active accounts averaging under 
$200. 

Some banks do not accept accounts 
under $300 and some of the larger banks 
even decline accounts under $500. In 
the smaller cities, though, accounts as 
low as $100 are usually accepted and 
some banks carry accounts under $100 
without charge, as a matter of good 
will. 

It is believed, however, that if those 
banks which carry accounts under $100 


tions that many imported goods do not 
conform to American standards of pro- 
duction and packing, making it im- 
possible for the consumer in many in- 
stances to distinguish by exterior ap- 
pearance either the good qualities or 
defects of such foreign goods. This 
committee urged that all containers for 
foreign agricultural products be con- 
spicuously marked in English to indi- 
cate (a) name and origin of contents 
(b) country of origin, (c) date of 
original packing, and that in the event 
of repacking the new container shall 
bear the same information as displayed 
on the imported container. 


Rural Credits 


The sentiment of the Conference on 
the subject of rural credits was ex- 
pressed in resolutions as follows: 


“That this National Council announces as a 
general policy that the prima reliance of 
the farmer for credits for production or for 
marketing should be upon the local banker; 
and that under normal conditions, the local 
banker is likely to meet the greater part of 
such needs. 

“That the Federal Reserve system should 
be modified so as to meet the special require- 
ments of farm credits and to permit the 
financing of farmers and farmers’ co-operative 
marketing associations conveniently and ef- 
ficiently through normal banking channels. 

“That such modification involve primarily 
the extension of the maturity of agricultural 
paper to a maximum limit of nine months; 
with the fixing of co-operative marketing for 
loans on such agricultural paper to any one 
co-operative marketing association to be fixed 
as 50 per cent. of the capital and surplus of 
banks, members of the Federal Reserve system, 
subject to the State laws wherever applicable; 
and that encouragement and inducement be 
made to have more state banks exercise the 
privilege of membership in the Federal Re- 
serve system. 

“That adequate opportunity be presented 
for the creation of agricultural credit cor- 


as a matter of good will, brought to the 
attention of their depositors that such 
accounts were an expense to the bank, 
many of them would carry more ade- 
quate balances, as the average person 
wishes to pay his way. 


The largest Italian contract awarded 
in years, amounting to $13,000,000, was 
secured for an American firm through 
the help of the Rome office of the United 
States Bureau of Foreign & Domestic 
Commerce. The rights of American 
shippers of goods valued at $68,000,000 
to $80,000,000, caught in the port conges- 
tion in Cuba, were successfully safe- 
guarded through the aid of the Bureau’s 
Havana representative. The Vienna office 
enabled an American concern to obtain 
an order for $1,500,000, and the Madrid 
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Porations with sufficient minimum capital to 
purchase or discount ordinary agricultural 
paper with a maximum maturity paper of nine 
months and livestock paper with a maturity of 
not more than three years; with re-discount 
corporations adequately capitalized to pur- 
chase such paper from agricultural credit cor- 
porations, with the privilege of re-discounting 
any such paper, with its indorsement, through 
Federal Reserve system. 

“That the maximum basis of loans from 
Farm Loan Banks be raised from $10,000 to 
$25,000. 

“That a Farm Credits Department in the 
Federal Land Banks be set up in each of the 
Land Banks with a capital of $5,000,000, mak- 
ing a total of $60,000,000 capitalized, against 
which credits may be issued to the extent of 
approximately $600,000,000; and that these 

arm Credits Departments of the Federal 
Farm Banks be authorized to discount or pur- 
chase agricultural paper in a broad sense and 
to make loans or advances directly to co- 
operative marketing associations and agri- 
cultural co-operative credit organizations. 

“That the right of the Federal Land Bank 
to purchase production credits shall be limited 
to production credits where the note of the in- 
dividual is indorsed by the co-operative credit 
association; or is secured by a chattel mort- 
gage on implements or animals or both, and 
indorsed by the local banks, or where the 
note or draft itself is made by a co-operative 
credit association or producers, and that any 
Federal Land Bank may exercise any of the 
powers herein granted in any section or dis- 
trict of the United States.” 


Permanent Organization 


A committee of fifteen was appoint- 
ed to consider a permanent organization 
of Farmers Co-operative Marketing As- 
sociations. ‘The purpose and scope of 
such organization are to consider and 
handle problems that are common to 
and directly affect co-operative market- 
ing associations which will not parallel 
or overlap the activities of any other 
farm organization, but will act as a 
mouthpiece for the cooperative market- 
ing associations, and maintain contact 
with the Department of Agriculture and 
the Department of Commerce. 


office saved for American exporters con- 
tracts in Spain covering 100,000 tons of 
wheat. 


Guy Emerson has been elected a vice- 
president of the Bankers Trust Company 
of New York. Mr. Emerson has been 
for six years vice-president of the Na- 
tional Bank of Commerce in New York, 
from which he resigned on January 1, 
1923. During the war, he was Vice- 
Chairman of the Liberty Loan organiza- 
tion and Director of War Savings in the 
Second Federal Reserve District. Mr. 
Emerson is a graduate of Harvard Col- 
lege and Harvard Law School, and he 
spent four years in the Treasury Depart- 
ment at Washington. 

Welch Walker has been appointed an 
Assistant Treasurer of the Guaranty 
Trust Company of New York. 
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Minds Focused on 


New Business 


Bankers Service man brings you the concentrated 
thought of many minds focused on new business. He 
does not pretend to any knowledge of how to run your bank, 
nor does he claim any infallible solution of its new customer 
problem. 


He is not a mere salesman, but a trained investigator and 
adviser in bank development, and if you have the time and 
the inclination to discuss your new business problems with 
him, both your Bank and our organization will reap definite 
benefits. 


The present standing and abilities of the Bankers Service 
Corporation are the result of fourteen years’ contact with 
Bankers like yourself, finvolving the continuous study of 
individual problems and the steady handling of individual 
conditions. 


Representatives of this organization have all this behind 
them, and they can be of definite service to your Bank, pro- 
vided they have its actual present day conditions before them. 


Bankers Service Corporation 


19 and 21 Warren Street r 
New York City 


Banker, 

Service 

Corporation 

4 19-21 Warren St., 

New York City 

7 Gentlemen:— Without 

OFFICERS ¢ obligation on our part, 


Carlisle H. Baldwin, Chairman of the Board 7 — you may submit suggestions 
Robert B. Nisbet, Jr., President G Prather Knapp, Vice-President for a New Business Survey of 
Robert Greig, 1st Vice-President ark A. Hanna, Mice- President this Bank. Very truly yours, 
Harry C. Graham, Vice-President \ %. Virgin, Asst. Secretary 
George J. Bailey, Vice-President George . Taylor, Treasurer 
Thomas L. Farrar, Vice-President George T. Kimball, Asst. Treas. 
W. A. Leonard, Vice-President 
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When writing to advertisers please mention the “Journal of the American Bankers Association.” 


CLEARING HOUSE SECTION 


To Co-operate with Committee on Public Education 


URING the recent Convention of 
the American Library Association 


President Puelicher, of the 
American Bankers Association, 
said in the course of an address: 

“A list of books on national and inter- 
national affairs could be placed in the 
pass book of the business man, A list 
of books concerning modern accountancy, 
business law and practice could be given 
out with the accountant’s pass book, 
while a list on composition and letter 
writing might be handed the stenograph- 
er. At the savings window, lists of books 
on literature could be distributed and 
lists of miscellaneous books might be 
inclosed with the monthly statement. 

“The intelligence test during the war 
showed much illiteracy. It aroused 
many to serious thought. It made many 
feel that they had not properly supported 
the public school systems. It showed 
that the ills of America were largely 
economic. The fact that the banker and 
the teacher had often co-operated, the 
teacher in speaking before banker’s con- 
ventions, the banker in serving on school 
boards, brought forth the idea that maybe 
the banker could further aid the teacher.’ 

The American Library Association is 
co-operating with the American Bankers 
Association in an endeavor to carry 


the general principles of banking and 
economics to the people of the Nation. 
Recently the following resolution was 
adopted by the Milwaukee Clearing 
House Association. 


The Denver Clearing House 
Association is the latest to adopt 
the Glearing House System of 
Examination. A number of 
other cities have this matter un- 
der consideration and in all 
probability will adopt the exam- 
iner system within the next few 
months, 


DENVER, COLORADO. 


Population 256,491 
NUMBER OF BANKS IN CITY. 
National Banks «© « 
State Banks and Trust Com- 


Total... 42 


TOTAL BANKING FIGURES 
FOR CITY. 

11,637,000 

9,245,000 

143,711,000 


Capital 
Surplus 
Deposits 


“The Clearing House Association of 
Milwaukee has noted with satisfaction the 
proposal of the American Library <As- 
sociation to induce its members to fur- 
nish regularly to banks lists of the best 
books on topics of national and interna- 
tional interest and lists of books dealing 
with modern accountancy, business law 
and similar topics of interest to the com- 
ing generation of business men. 

“This Association, therefore, urges its 
members to assist in the distribution of 
these lists to be furnished by the librar- 
ian by placing them in the monthly state- 
ments, in pass books, and using them in 
such other ways as may seem efficacious. 

“It is believed that the banks in this 
manner will be taking still another step 
in the furthering of sound economic edu- 
cation of our people.” 

“The secretary of the Clearing House 
Section has sent a special letter to the 
managers of all clearing houses asking 
them to adopt a resolution similar to the 
one adopted by the Milwaukee Clearing 
House Association. It is believed that 
the local librarian in every city will be 
glad to co-operate with the local clearing 
house by furnishing a complete list of 
books and a sufficient number of the 
library slips to the member banks to be 
distributed to their patrons. 


Business in the Fifth District 


By GEO. J. SEAY 


Governor_Federal Reserve Bank of Richmond 


EPORTS which come to us indi- 
R cate a greatly strengthened posi- 

tion on the part of the banks gen- 

erally in the Fifth Federal Re- 
serve District. There are, of course, ex- 
ceptions, chiefly among the country 
banks; the improvement is particularly 
noticeable with city banks. 

Debits to individual accounts in re- 
porting banks, representing the volume 
of commercial transactions by means of 
checks, indicate a larger volume of 
business in the closing months of the 
year in comparison with last year. The 
failure record shows some improvement. 
There is little or no unemployment in 
this District. Building operations con- 
tinue in record-breaking volume, but 
there has been a notable increase in con- 
struction costs during the year. Retail 
trade is in increased volume in compari- 
son with last year. The textile mills of 


the District are quite fully occupied and 
some mills are running night and day. 
Tobacco factories are busy and in some 


cases are finding it difficult to secure 
sufficient labor. The tobacco crop of the 
district is considerably larger than that 
of last year and has brought better 
prices. 


The increase in the price of both cot- 
ton and tobacco in comparison with last 
year has been very helpful. North Car- 
olina was fortunate in producing one of 
her largest crops of cotton, but in South 
Carolina the crop suffered from unsea- 
sonable weather in the spring, and later 
in the season, from widespread and seri- 
ous ravages of the boll weevil. 

The boll weevil is a grave menace not 
only in the two chief cotton-producing 
states in this district, North and South 
Carolina, but elsewhere in the south. 
The whole country would, of course, 
feel the injurious effect of a succession 
of short crops of cotton. In the opinion 
of intelligent, practical and experienced 
men a remedy for the boll weevil has 
been found in calcium arsenate, but a 
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shortage in the supply confronts cotton 
growers, and it will require an active 
campaign to induce all cotton growers to 
apply the remedy, and unless it is ap- 
plied by all growers, it cannot be made 
effective in a general sense. 

Indications (Dec. 22) are that we shall 
enter the New Year with prospects of an 
increased and sustained volume of busi- 
ness. A limit to the supply of manual 
labor may place an automatic check 
upon production, and it may likewise in- 
crease the cost of production and con- 
struction, which in itself may also tend 
to check the growing volume of business. 
The public has heretofore given a con- 
vincing demonstration that prices, 
whether influenced by cost of produc- 
tion or other causes, will govern con- 
sumption. It appears that these two 
factors need to be most carefully con- 
sidered and watched, and that upon them 
will depend to a considerable extent the 
course of business. 


R 
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THE SAFE-GUARD CHECK WRITER—1% PRoTection 


NEW YoRK Ap 
THIS IS THE ONLY 
THE CHATHAM AND PHENIX NATIONAL BANK «30 


Will Protect ALL the aS 

Essential Parts of Your AINE EVEN 
Check—The Paying Line 
—The Payee’s Name— 
The Numerals—and Will 


Prevent Dangerous Two- 
Equipped with Automatic 


Self-Inking Device Unless You Use This Double Lock System Your B 
Check Manipulator. 


details regarding . THE SAFE-GUARD CHECK WRITER CO., Inc. - 


COLLARS 


z 
Ww 
x 


k Account is at the Mercy of the 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Digni- 
fied, Cheap and Effective 
Advertising 


Member American Bankers Association 


Put the above sign on the win- 
dows of your bank and under 
your newspaper advertisements. 
It will help the Association and 
likewise help yourself. 


A heavy semi-steel casting. 

Sold to one bank only in any 
town or city. 

They bring local, as well as tour- 
ist, business if erected at principal 
crossings, junctions at prominent 
points on highways entering your 


my, They also advertise the city in which you live. 
hey are furnished with any lettering desired. Can also be supplied for mer- 
chants or any other class of business. 


LITTLE GIANT COMPANY 
239 Rock St. Established 1876 Mankato, Minn., U.S.A. 


NO ORDER TOO LARGE AND NONE TOO SMALL 
FOR OUR PAINSTAKING ATTENTION 


AMERICAN BANK SUPPLY Co. 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


INDIANAPOLIS, INDIANA 
20 GENUINE LEATHEROID PASS BOOKS FOR $7.75 


A most attractive book, printed especially for 
your bank, and containing twenty-four pages. Let us send you 
a complete specimen, without cost. Ask for our No. 13 Pass Book. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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The World’s Safest 


Bank Checks 


because—They are made of the World’s best 
safety paper. 


because—-They are insured in the ‘Hartford 
Accident & Indemnity Co. for $1,000.00 
against loss through fraudulent or felonious 
alterations. 


because—They are protected by the service of 
The William J. Burns International Detective 
Agency, Inc. 


Give your depositors this sure protection— 


Write us for further information 


EY 192) by 
The 


Rankers Supply Ca 


Burns 
Detective 
Protection 


The Bankers Supply Company 
The Largest Manufacturers of Bank Checks in the World 

NEW YORK CHICAGO DENVER 

ATLANTA DES MOINES SAN FRANCISCO 
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Longer Credits 


RULING announced on December 
A 20 by the Federal Reserve Board 

makes agricultural paper elicible 

for six months rediscounting (in- 
stead of three) and is a direct aid to co- 
operative marketing. 

Bankers acceptances of six months 
maturity drawn by growers of staple 
agricultural products or co-operative 
marketing associations under the ruling 
now become eligible for purchase or re- 
discount by the Federal Reserve Banks, 
The acceptances must be secured by 
warehouse receipts covering the products 
against which the acceptances are drawn, 
Six months is the longest period allow- 
able under the law as it now stands. In 
an explanatory statement issued with 
this important announcement the Board 
pointed out that several kinds of bor- 
rowings are involved. 


“If the grower desires to do the bor- 
rowing himself.” says the Board state- 
ment, “he can draw a draft on the co- 
operative association at the time he de- 
livers his crop. the association accepting 
it. He then discounts the draft at his 
local bank, which under the ruling mav 
rediscount it at a Federal Reserve bank 
as agricultural paper with a maturity up 
to six months. 


“If the association itself wishes to 
borrow directly from a bank in order to 
make payments to the growers who are 
its memhers, its notes are eligible for re- 
discount. but the board has held that un- 
der the existing law such notes are com- 
mercial notes, the maturity of which 
must not exceed ninety davs hecause the 
nroceeds of such notes are used for the 
commercial purnose of buving the com- 
modities from the growers. 


“This ruling has rightly been regarded 
as a verv liberal one, and will greatlv 
facilitate the operations of co-operative 
associations. It is based upon the prin- 
ciple long recognized by the board that 
the carrying of agricultural products 
for such periods as are reasonably neces- 
sary in order to accomplish orderly mar- 
keting is a legitimate and necessary step 
incident to normal distribution. 


“The board points out, however, that 
there is a distinction between carrying 
productions for such purposes as are 
reasonably necessary and mere specula- 
tive withholding from the market in the 
hope of obtaining higher prices. Under 
the Federal Reserve Act paper drawn to 
finance speculation is ineligible for re- 
discount. 


“The Reserve Board also points out 
that in determining whether or not an 
association is engaged in orderly market- 
ing rather than speculative holding it 
is not improper to take into considera- 
tion the fact that each crop must ordi- 
narily support the market until the next 
crop is harvested.” 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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